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IMPROVING FEDERAL BUDGETING AND 
APPROPRIATIONS 


(H. R. 40, H. R. 758, H. R. 1170, H. R. 1171, H. R. 2000, 
H. R. 2494, H. R. 2780, H. R. 3379, H. R. 3961, H. R. 4117, 
H. R. 4443, H. R. 4500, H. R. 5897, and H. R. 5941) 


TUESDAY, MARCH 26, 1957 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND 
LeGISLATIVE REORGANIZATION OF THE COMMITTEE 
ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The committee met at 10 a. m., in Room 1537, New House Office 
Building, Hon. William L. Dawson (chairman) presiding. 

Members present: William L. Dawson, chairman; John W. Me- 
Cormack, Robert E. Jones, Dante B. Fascell, Cecil M. Harden, 
Clarence J. Brown, and Robert H. Michel. 

Also present: Elmer W. Henderson, counsel; and William A. 
young, staff member. 

Chairman Dawson. The subcommittee will kindly come to order. 

We will consider several budget and accounting bills this morning. 

The bills will be inserted in the record at this point. 

(The bills referred to are as follows :) 


{H. R. 40, 85th Cong., Ist sess.] 


A BILL To provide that Federal expenditures shall not exceed Federal revenues, except 
in time of war or grave national emergency declared by the Congress 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, the expenditures of the Government dur- 
ing each fiscal year shall not exceed its revenues for such year except— 

(1) in time of war declared by the Congress; or 

(2) during a period of grave national emergency declared by the Con- 
gress by a concurrent resolution which has passed each House by the affirma- 
tive vote of at least two-thirds of the authorized membership of that House. 

Sec. 2. (a) The Budget submitted annually by the President pursuant to 
section 201 of the Budget and Accounting Act, 1921, as amended, shall be pre- 
pared, on the basis of the best estimates then available, in such a manner as to 
insure compliance with the first section of this Act. 

(b) Notwithstanding any obligational authority granted or appropriations 
made except such with respect to the legislative and judicial branches of the 
Government, the President shall from time to time during each fiscal year take 
such action as may be necessary (by placing funds in reserve, by apportionment 
of funds, or otherwise) to insure compliance with the first section of this Act. 

Sec. 3. The Congress shall not pass appropriations measures which will result 
in expenditures by the Government during any fiscal year in excess of its esti- 
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mated revenues for such year (as such revenues have been estimated in the 
Budget submitted by the President), except—— 

(1) to the extent of any additional revenues of the Government for such 
fiscal year resulting from tax legislation enacted after the submission of 
the Budget for such fiscal year; or 

(2) in time of war declared by the Congress; or 

(3) during a period of grave national emergency declared in accordance 
with the first section of this Act: but, subject to paragraph (1) of this 
section, appropriations measures which will so result in expenditures in 
excess of estimated revenues may be passed by the Congress during such a 
period of grave national emergency only- 

(A) by the affirmative vote of at least two-thirds of the authorized 
membership of each House, and 

(B) if each such appropriations measure contains a section sub- 
Stantially as follows: 





“Sec. . It is the sense of the Congress that the public debt shall be 
increased in an amount equal to the amount by which the estimated 
expenditures for the fiscal year beginning July 1, , exceed the esti 


; mated revenues, such amount being $ ats 
Sec. 4. This Act shall apply only in respect of fiscal vears beginning after 
June 30, 1957. 





> 


[H. R. 758, 85th Cong., 1st sess.] 


A BILL To provide that proposed appropriations shall be stated in the Budget on 


ab 
accrued expenditures basis 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Accounting 
Act, 1921, as amended (31 U.S. C., sec. 11), is amended— 

(1) by striking out “(1)” and “(2)” in paragraph (e) and inserting in lieu 
thereof “(A)” and “(B)”, respectively ; 

(2) by striking out “(1)”, “(2)”, and “(3)” in paragraph (h) and insert- 
ing in lieu thereof “(A)”, “(B)”, and “(C)”, respectively ; 

(3) by redesignating paragraphs (a) through (j) as paragraphs (1) 
through (10), respectively ; 

(4) by inserting “(a)” immediately after “Sec. 201.” ; and 

(5) by adding at the end of the section the following new subsections : 

“(b) (1) The amount of proposed appropriations referred to in subsection (a) 
of this section and in section 203 shall, to the maximum extent deemed desirable 
and practicable by the President, be determined on an annual accrued expendi- 
tures basis. 

“(2) The term ‘annual accrued expenditures’ shall include expenditures for 
goods and services to be received in a fiscal year, advance payments, progress 
payments, and such other payments as are authorized by law to be made in such 
fiscal year. 

“(3) This subsection shall not apply to appropriations made specifically for 
the payment of claims certified by the Comptroller General or for the payment 
of judgments ; appropriations for the refund of Federal taxes and of other moneys 
erroneously received and covered into the Treasury of the United States; appro- 
priations made by private relief Acts of Congress ; appropriations for the payment 
of interest on trust funds; appropriations to revolving funds; appropriations for 
the payment to former members of the Armed Forces, their dependents and 
beneficiaries, of any benefits to which they are entitled by reason of military 
service ; appropriations for the payment of pensions and annuities ; appropriations 
for the payment of any obligation of the United States for which liability is fixed 
by treaty; and any other appropriations analogous to the foregoing. 

“(c) The conversion to the use of annual accrued expenditures for stating pro- 
posed appropriations in accordance with subsection (b) shall be accomplished 
in such manner and at such times as may be determined by the President. 

“(d) As of the end of each fiscal year, the excess of any appropriation made 
on an annual accrued expenditures basis over the accrued expenditures under 
such appropriation shall lapse, unless hereafter provided otherwise in an appro- 
priation Act or other law. Any remaining balances of such appropriation shall 
be merged with any appropriation made for the same general purpose for the 
ensuing fiscal year and shall constitute a single account.” 
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{H. R. 1170, 85th Cong., Ist sess.] 


A BILL To require that the Budget shall include each year a special analysis of certain 
long-term construction and development projects 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Accounting 
Act, 1921, as amended (31 U. 8S. C., sec. 11), is amended by redesignating para- 
graph (j) as paragraph (k), by striking out “and” after the semicolon in para- 
graph (i), and by inserting after paragraph (i) the following new paragraph: 

““(j) a special analysis of all active !ong-term construction and develop- 
ment programs and projects authorized by the Congress, showing for each 
the total estimated cost, and the actual or estimated expenditures during 
prior fiscal years, the current fiscal year, and subsequent fiscal years. All 
grant-in-aid programs shall be included in this analysis, in a separate group, 
showing under the heading “Subsequent Fiscal Years” for grants of in- 
definite duration the estimated annual cost projected over a five-year period ; 
and”. 


[H. R. 1171, 85th Cong., 1st sess.] 


A BILL To amend section 206 of the Legislative Reorganization Act of 1946, so as to 


enable the Comptroller General more effectively to assist the Appropriations Committees 
in considering the budget 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 206 of the Legislative Reorganiza- 
tion Act of 1946 is amended by inserting “(a)” immediately after “Src. 206.”, 
and by adding at the end thereof the following new subsection : 

“(b) The Comptroller General is authorized and directed to make investiga- 
tions with respect to all agencies in the executive branch of the Government and 
to report the results of such investigations to the Appropriations Committees 
of the two Houses in order to enable such committees to give adequate considera- 
tion to items relating to such agencies which are contained in the budget as sub- 
mitted by the President, and the justifications submitted in support thereof. The 
Comptroller General shall give priority to any such investigation and report 
which is requested by the chairman of the Appropriations Committee of the House 
of Representatives or Senate.” 


[H. R. 2000, 85th Cong., Ist sess. ] 
A BILL To provide effective congressional control over the budget of the United States, 
and for other purposes 


Be it enacted by the Senate and House of Reprsentatives of the United States 
of America in Congress assembled, 


SHORT TITLE 
Secrion 1. This Act may be cited as the “Budget Act of 1957”. 


DEFINITIONS 


Sec. 2. For the purposes of this Act— 

(1) The term “executive agency” means any executive department, independ- 
ent commission, board, bureau, office, agency, or other establishment of the Gov- 
ernment, including the municipal government of the District of Columbia. Such 
term does not include the legislative branch of the Government or the courts. 

(2) The term “courts” has the meaning given such term by section 610 of 
title 28 of the United States Code, except that it also includes the Administrative 
Office of the United States Courts. 

(3) The term “Budget” means the Budget required by section 201 of this 
Act to be transmitted to the Congress. 

(4) The term “appropriations” includes, in appropriate context, funds and 
authorizations to create obligations by contract in advance of appropriations 
or any other authority making funds available for obligation or expenditure. 

(5) The term “Commissioner-General” means the Commissioner-General of 
the Budget. 

(6) The term “Deputy Commissioner-General” means the Deputy Commis- 
sioner-General of the Budget. 
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TITLE I—OFFICE OF THE UNITED STATES BUDGET 
CREATION OF OFFICE 


Sec. 101. There is hereby created in the legislative branch of the Government 
the Office of the United States Budget, which shall be under the control and 
direction of the Commissioner-General of the Budget. 


COMMISSIONER-GENERAL OF THE BUDGET 


Spo. 102. (a) There shall be in the Office of the United States Budget a Com- 
missioner-General of the Budget and a Deputy Commissioner-General of the 
Budget, who shall be appointed by the President, by and with the advice and 
consent of the Senate, and shall receive salaries of $17,500 and $16,000 a year, 
respectively. The Deputy Commissioner-General shall perform such functions 
as the Commissioner-General shall designate, and during the absence or in- 
capacity of the Commissioner-General, or during a vacancy in that office, shall 
act as Commissioner-General. 

(b) Except as hereinafter provided in this subsection, the Commissioner- 
General and the Deputy Commissioner-General shall hold office for fifteen years, 
or until attaining the age of seventy, whichever first occurs. The Commissioner- 
General shall not be eligible for reappointment. The Commissioner-General or 
the Deputy Commissioner-General may be removed at any time by joint resolu- 
tion of Congress after notice and hearing, when, in the judgment of Congress, the 
Commissioner-General or Deputy Commissioner-General has become permanently 
incapacitated or has been inefficient, or guilty of neglect of duty, or of malfeasance 
in office, or of any felony or conduct involving moral turpitude, and for no other 
cause and in no other manner except by impeachment. Any Commissioner- 
General or Deputy Commissioner-General removed in the manner herein pro- 
vided shall be ineligible for reappointment to that office. 

(c) The Commissioner-General shall designate an employee of the Office of 
the United States Budget to act as Commissioner-General during the absence or 
incapacity of the Commissioner-General and the Deputy Commissioner-General 
or during a vacancy in both of such offices. The Commissioner-General may 
from time to time prescribe such regulations as may be necessary to carry out 
his functions, and he may delegate authority to perform any of such functions 
to any of his subordinates. The Commissioner-General is hereby authorized to 
adopt a seal for the Office of the United States Budget. All laws relating gen- 
erally to the administration of executive agencies shall, so far as applicable. 
govern the Office of the United States Budget. 


RETIREMENT ; SURVIVORSHIP 


Sec. 108. (a) As used in this section— 

(1) The term “service” means service as Commissioner-General, as Deputy 
Commissioner-General, or as both. 

(2) The term “individual with respect to whose death survivorship benefits 
may be paid under this section” means any individual who dies— 

(A) while holding the office of Commissioner-General or Deputy Com- 
missioner-General after completing not jess than five years of service; or 

(B) after completing the service necessary to qualify for an annuity 
under subsection (b) ; or 

(C) after retiring under subsection (¢). 

(3) The terms “widow” and “child” have the same respective meanings as are 
given to such terms by section 12 (d) of the Civil Service Retirement Act of 
May 29, 1930, as amended. 

(b) Any individual who has completed a term of office as Commissioner- 
General or as Deputy Commissioner-General shall, if he had ten or more years 
of service, receive an annuity during the remainder of his life. Such annuity 
shall be paid in monthly installments, shall begin with the first day of the month 
designated by such individual, and shall equal 75 per centum of the salary pay- 
able for his office at the time he completed such term of office ; except that if he 
has not attained age seventy when the annuity under this subsection begins, such 
annuity shall be reduced by one-fourth of 1 per centum for each full month he is 
under age seventy. No annuity shall be paid under this subsection to any in- 
dividual who has not attained age fifty-five. 
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(c) Any Commissioner-General or Deputy Commissioner-General wlio becomes 
unable because of permanent disability to perform the duties of his office after 
completing five or more years of service shall be retired if he certifies his dis- 
ability in writing and if such certification is approved by the President of the 
Senate and the Speaker of the House of Representatives. Any individual so re- 
tired shall receive an annuity during the remainder of his life. Such annuity 
shall be paid in monthly installments and shall equal 75 per centum of the 
salary payable for his office at the time he retired, reduced by one-fourth of 1 per 
eentum for each full month he is under age seventy ; except that no such reduc- 
tion shall be made for any month he is under age fifty-five. 

(a) (1) In ease of the death of any individual with respect to whose death 
survivorship benefits may be paid under this section, his surviving widow shall 
receive, in monthly installments, an annuity. Such annuity shall begin with the 
first day of the first month following the month in which such individual died ; 
except that where the individual is survived by a widow who has not attained 
age fifty and he is not survived by any children, such annuity shall begin with 
the first day of the first month following the month in which the widow attained 
age fifty. The annuity under this paragraph shall equal 50 per centum of the 
annuity the deceased individual would have been entitled to receive if he had 
retired for disability under subsection (¢) on the day on which he died. Any 
annuity payable under this paragraph shall terminate upon the death or remar- 
riage of the widow. 

(2) In case of the death of any individual with respect to whose death 
survivorship benefits may be paid under this section, where he is survived by 
a widow and one or more children, there shall be paid to or on behalf of each 
such child an annuity equal to 25 per centum of the annuity of such widow, 
but not to exceed 50 per centum of the annuity of such widow, divided by the 
number of such children, Such annuity shall be paid in monthly installments 
and shall begin with the first day of the first month following the month in 
which the individual died. Upon the death of such widow, the amount of the 
annuities of the child or children shall be recomputed and paid as provided 
in paragraph (3) of this subsection. 

(3) In the case of the death of any individual with respect to whose death 
survivorship benefits may be paid under this section, where he is not survived 
by a widow but is survived by one or more children, there shall be paid to or 
on behalf of each such child an annuity equal to 50 per centum of the annuity 
to which a widow of such individual would have been entitled under para- 
graph (1) of this subsection had she survived, but not to exceed the amount of 
such widow’s annuity, divided by the number of such children, Such annuity 
shall be paid in monthly installments and shall begin with the first day of the 
first month following the month in which the individual died. 

(4) The annuity payable to a child under this subsection shall be terminable 
upon (A) his attaining the age of eighteen, (B) his marriage, or (C) his death, 
whicherer first oreurs: exrent that if ench child ise inecapahle of self-support by 
reason of mental or physical disability, his annuity shall be terminable only upon 
death, marriage, or recovery from such disability. In any case in which the 
annuity of a child, under this subsection, is terminated, the amount of the 
annuities of any other child or children, based upon the service of the same 
individual, shall be recomputed and paid as though the child whose annuity was 
so terminated had not survived such individual. 

(e) The Commissioner-General, and the Deputy Commissioner-General, may 
elect to have his service as such counted for purposes of the Civil Service Retire- 
ment Act of May 29, 1930, as amended. Any such election shall be made in 
writing within thirty days after the date on which he takes his oath of office 
and shall be filed with the United States Civil Service Commission and the dis- 
bursing ofticer for the Office of the United States Budget. Where such an 
election is made by a Commissioner-General or Deputy Commissioner-General 
the provisions of the Civil Service Retirement Act of May 29, 1980, as amended, 
shall apply to his service as such. An election under this subsection shall not 
bar any such individual, or his survivors, from waiving, under subsection (f) of 
this section, benefits under such Act of May 29, 1980. 

(f) (1) Notwithstanding any other provision of this section, no annuity under 
this section shall begin before the first day of the first month following the month 
in which a waiver is filed under this subsection. 

(2) No individual who has served as Commissioner-General or Deputy Com- 
missioner-General shall receive an annuity under this section unless he waives 
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all retirement and survivorship benefits, under all other Federal noncontributory 
retirement systems and under the civil-service retirement system, to which he and 
his survivors may be or become eligible by reason of any civilian or military office 
or employment he has held or may hold under the Federal Government. 

(3) If any individual with respect to whose death survivorship benefits may be 
paid under this section shall die hefore making the waiver provided in paragraph 
(2), no annuity shall be paid under this section to his survivors unless there 
have been waived all survivorship benefits, under all other Federal noncon- 
tributory retirement systems and under the civil-service retirement system, to 
which his survivors may be ov become eligible by reason of any civilian or mili- 
tary office or employment such deceased individual may have held under the 
Federal Government. The waiver provided by the preceding sentence shall be 
executed by the widow, if she is alive. If there is no living widow, such waiver 
shall be executed by the guardian for the children of the deceased individual. 

(4) Waivers provided by this subsection shall be executed in such manner and 
form as the Commissioner-General shall by regulations prescribed and shall be 
filed with the Commissionuer-General. In addition, copies of such waivers shall 
be filed with the head of each agency (including the Civil Service Commission) 
administering any retirement system under which eligibility for benefits has 
been established or, except for this subsection, might be established. 

(5) Where any waiver has been filed with respect to any individual under 
this subsection, there shall be refunded the amount credited to the account of 
such individual in the civil-service retirement fund. Such refund shall be made 
in accordance with section 12 of the Civil Service Retirement Act of May 29, 
1930, as amended, including the provisions relating to the payment of interest; 
except that where, before the filing of such waiver, retirement or survivorship 
benefits have been paid under such Act with respect to such individual, such 
refund shall be reduced by the aggregate amount of the benefits so paid. 

(g) In the case of any individual who is removed from office under section 102 
(b) for any reason other than permanent incapacity, no annuity shall be paid 
under this section. No individual shall receive more than one annuity under this 
section. 

(h) The Commissioner-General shal! administer the provisions of this section 
(other than subsection (e) and subsection (f) (5)). There are hereby authorized 
to be appropriated to the Office of the United States Budget such sums as may 
be necessary to carry out the provisious of this section (other than subsection 
(e) and subsection (f) (5)). 

PERSONNEL 


Sec. 104. (a) The Commissioner-General shall appoint and remove employees 
in the Office of the United States Budget. All such appointments shall be made 
in accordance with the civil-service laws and regulations, except that the Com- 
missioner-General may appoint not more than persons without regard to 
the civil-service laws and reguiations. The Commissioner-General may procure 
services as provided in section 15 of the Act of August 2, 1946 (5 U. S. C., see. 
55 (a)). 

(b) Notwithstanding the provisions of section 6 of the Act of August 24, 1912, 
as amended (5 U. S. C., sec. 652), or the provisoins of any other law the Com- 
missioner-General may, in his absolute discretion, terminate the employment of 
any employee of the Office of the United States Budget (other than the Deputy 
Commissioner-General) who is compensated at a rate higher than the maximum 
‘ate provided for grade 11 of the General Schedule established by the Classifi- 
eation Act of 1949, as amended. Termination of employment under this subsec- 
tion shall not affect the right of the employee to seek or accept employment in 
any other agency of the Government; except that the head of any agency consid- 
ering the appointment of any person whose employment has been terminated 
under this subsection may make such appointment only after consultation with 
the Civil Service Commission, which shall have authority, upon the written 
request of either the head of the agency or the person concerned, to determine 
whether such person is eligible for employment by any other agency of the 
Government. For the sole purpose of enabling such a determination the Com- 
missioner-General shall, upon request of the Civil Service Commission, furnish 
a report of the facts surrounding a termination made pursuant to this subsection. 

(c) Section 201 (a) of the Classification Act of 1949 (defining the term “de- 
partment” for purposes of that Act) is amended by striking out “and (9)” and 
inserting in lieu thereof “(9) the Office of the United States Budget, and (10)”. 

(d) The Commissioner-General may, subject to the procedures prescribed by 
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section 505 of the Classification Act of 1949, place positions in grade GS-18, 
positions in grade GS-17, and positions in grade GS-16 of the Gen- 


eral Schedule established by such Act. The positions so placed shall be the only 
positions in the Office of the United States Budget in such grades and shall not 
be charged against the numerical limitations contained in such section 505. 

(e) Except as otherwise provided by this Act, the provisions of all general 
legislation heretofore or hereafter enacted governing the employment, compen- 
sation, emoluments, and status of officers and employees of the United States 
shall apply to officers and employees of the Office of the United States Budget 
in the same manner and to the same extent as if such officers and employees 
were in or under the executive branch of the Government. 


TITLE II—FUNCTIONS OF COMMISSIONER-GENERAL OF THE BUDGET 
THE BUDGET 


Sec. 201. (a) The Commissioner-General shall prepare, and shall transmit 
to the Congress during the first fifteen days of each regular session, the Budget, 
which shall set forth his Budget report, summary data and test, and supporting 
detail. The Budget shall set forth in such form and detail as the Commissioner- 
General may determine—— 

(1) the functions and activities of the Government ; 

(2) at such times as may be practicable, information on program costs 
and accomplishments ; 

(3) other desirable classifications of data; 

(4) a reconciliation of the summary data on expenditures with proposed 
appropriations ; 

(5) estimated expenditures and proposed appropriations (including appro- 
priate reserves for emergencies and contingencies) for the support of the 
Government for the ensuing fiscal year: 

(6) estimated receipts of the Government during the ensuing fiscal year, 
as determined under section 203 (¢);: 

(7) uctual appropriations, expenditures, and receipts of the Government 
during the last completed fiscal year ; 

(S) estimated expenditures and receipts, and actual or proposed appro- 
priations of the Government during the fiscal year in progress; 

(9) balanced statements of (A) the condition of the Treasury at the end 
of the last completed fiscal year, (P) the estimated condition of the Treasury 
at the end of the fiscal year in progress, and (C) the estimated condition of 
the Treasury at the end of the ensuing fiscal year ; 

(10) all essential facts regarding the bonded and other indebtedness of the 
Government; and 

(11) such other financial statements and data as in opinion are neces- 
sary or desirable in order to make known in all practical detail the financial 
condition of the Government. 

(b) In order to assure that the financial information contained in the Budget 
for each actual and proposed appropriation of an executive agency will be reliable 
and useful, such financial information shall be furnished on a consistent or 
reconcilable basis for the last completed fiscal year, the fiscal year in progress, 
and the ensuing fiscal year, and shall be based on adequate accounting support 
produced by the system of accon 
section 113 of the Budg 


sec, 66a). 


ts maintained by such agency pursuant to 
et and Accounting Procedures Act of 1950 (31 U. S. C., 


(c) The Budget. and statements furnished with any proposed supplemental 
or deficiency appropriations, shall be accompanied by information as to personal 
services and other objects of expenditure in the same manner and form as in the 
Budget for the fiscal year 1950: Provided, That this requirement may be waived 
or modified, either generally or in specific cases, by joint action of the committees 
of Congress having jurisdiction over appropriations: And provided further, That 
nothing in this Act shall be construed to limit the authority of committees of 
Congress to request and receive such information in such form as they may desire 
in consideration of and action upon appropriations and proposed appropriations. 

(d) Whenever any basic change is made in the form of the Budget, the Com 
missioner-General shall transmit to the Congress, in addition to the Budget, ade 
quate explanatory notes and tables. 

(e) The estimated expenditures and proposed appropriations for any fiseal 
year for the legislative branch of the Government, and for the courts, shall be 
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transmitted to the Commissioner-General on or before October 15 preceding the 
beginning of such fiscal year, and shall be included by him in the Budget without 
revision. 

SUPPLEMENTAL AND DEFICIENCY APPROPRIATIONS 


Sec. 202. (a) The Commissioner-General may from time to time transmit to 
the Congress proposed supplemental and deficiency appropriations. He shall ac- 
company such proposals with a statement of the reasons therefor, including the 
reasons for their omission from the Budget. 

(b) The Commissioner-General shall transmit to the Congress without revision 
any proposed supplemental or deficiency appropriation transmitted to him for the 
legislative branch of the Government, or for the courts. 


ESTIMATED EXPENDITURES NOT TO EXCEED ESTIMATED RECEIPTS 


Sec. 203. (a) The estimated expenditures for the ensuing fiscal year contained 
in the Budget shall not exceed the estimated receipts for such year as certified to 
the Commissioner-General by the Committee on Ways and Means of the House of 
Representatives ; except that if such committee has not made such a certification 
prior to the close of August 15 during the fiscal year in progress, then the esti- 
mated expenditures for the ensuing fiscal year contained in the Budget shall not 
exceed the actual receipts of the Government during the last completed fiscal 
year. 

(b) Except as provided in section 202 (b), the Commissioner-General shall not 
transmit to the Congress any proposed supplemental or deficiency appropriation 
which would have the effect of making the total estimated expenditures for the 
fiscal year (as estimated by the Commissioner-General at the time of the trans- 
mission of the proposal and including the expenditures that would be authorized 
for the fiscal year under the proposal) exceed the last estimate of the receipts 
for such year furnished to the Commissioner-General by the Committee on Ways 
and Means of the House of Representatives; except that if the Committee on 
Ways and Means has not furnished any estimate for the fiscal year, then such 
total shall not exceed the actual receipts of the Government during the last com- 
pleted fiscal year. 

(c) (1) The Committee on Ways and Means of the House of Representatives 
shall, on or before August 15 of each year, certify to the Commissioner-General 
its estimate of the receipts of the Government for the ensuing fiscal year. After 
such date the committee may from time to time revise its estimate of the receipts 
of the Government for such fiscal year and certify such revised estimate to the 
Commissioner-General. 

(2) The Secretary of the Treasury, at the request of the Committee 6n Ways 
and Means of the House of Representatives, shall furnish the committee such 
aid and information as the committee deems necessary in order to carry out its 
functions under paragraph (1). 


LIMITATION ON ITEMS TO BE INCLUDED IN BUDGET 


Sec. 204. Proposed appropriations included for any executive agency in the 
Budget, or any supplemental or deficiency appropriation proposed by the Com- 
missioner-General therefor, shall not include any item for which a request for an 
appropriation has not been submitted by the head of such executive agency. No 
appropriation for any executive agency shall be proposed by the Commissioner- 
General for any project or activity not authorized by law. 


AUTHORITY TO REDUCE OR ELIMINATE ITEMS REQUESTED BY EXECUTIVE AGENCIES 


Sec. 205. The Commissioner-General, in preparing the Budget or any proposed 
supplemental or deficiency appropriation, may reduce or eliminate any item sub- 
mitted by the head of any executive agency. Such reduction or elimination shall 
be made in respect of projects or activities which, in his oninion. may best be 
curtailed or eliminated in order to comply with section 203, or otherwise to pro- 
mote economy in Government or maintain the Government on a sound fiscal basis. 


PREPARATION AND SUBMISSION OF EXECUTIVE AGENCY REQUESTS 


Sec. 206. (a) The head of each executive agency shall prepare and submit to 
the Commissioner-General his requests, in such manner and at such times as may 
be determined by the Commissioner-General, for regular, supplemental, or 
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deficiency appropriations for each fiscal year. Such requests shall be developed 
from cost-based budgets, and shall be accompanied by such supporting data as 
the Commissioner-General may prescribe. 

(b) For purposes of administration and operation, such cost-based budgets 
shall be used by all executive agencies and their subordinate units. Administra- 
tive subdivisions of appropriations or funds shall be made on the basis of such 
cost-based budgets. 

APPORTIONMENT OF APPROPRIATIONS 


Sec. 207. (a) Subsection (c) (2) of section 3679 of the Revised Statutes (31 
U. S. C., sec. 665), is amended by striking out “Budget and Accounting Act, 1921, 
for estimates of appropriations” and inserting in lieu thereof “Budget Act of 1957 
for requests for appropriations”. 

(b) Subsection (d) (2) of such section is amended by striking out the first 
four sentences and inserting in lieu thereof the following: “Any appropriation 
available to an agency, which is required to be apportioned under subsection (c) 
of this section, shall be apportioned or reapportioned in writing by the head of 
such agency. Each such appropriation shall be apportioned not later than thirty 
days before the beginning of the fiscal year for which the appropriation is avail- 
able, or not more than thirty days after approval of the Act by which the ap- 
propriation is made available, whichever is later. The head of each agency, upon 
apportioning or reapportioning any appropriation available to his agency, shall 
immdeiately furnish to the Commissioner-General of the Budget a copy of such 
apportionment or reapportionment.”’. 

(c) The first sentence of subsection (e) (2) of such section is amended by 
striking out “the Congress” and inserting in lieu thereof “the Commissioner- 
General of the Budget, and the Commissioner-General shall (whether the 
Congress is in session or has recessed or adjourned) report the facts to the 
Committee on Appropriations of each House of Congress”. 

(d) Subsection (g) of such section is amended by striking out “subject to 
the approval of the Director of the Bureau of the Budget,”. 

(e) Subsection (i) (2) of such section is amended by striking out “report 
to the President, through the Director of the Bureau of the tudget, and to the 
Congress” inserting in lieu thereof “report to the President, through the Director 
of Executive Management, and to the Congress, through the Commissioner- 
General of the Budget,”. 

(f) Such section is amended by adding at the end thereof the following new 
subsection : 

“(j) Whenever, in the judgment of the Commissioner-General of the Budget, 
any apportionment or reapportionment does not carry out the intent of the 
Congress in enacting this section or in enacting those provisions of any appro- 
priation Act or other law applicable to the appropriation in question, he shall 
(whether the Congress is in session or has recessed or adjourned) report the 
facts to the Committee on Appropriations of each House of Congress together 
with his recommendations, if any, thereon.” 


SECURING INFORMATION FROM EXECUTIVE AGENCIES 


Sec. 208. Each executive agency shall furnish to the Commissioner-General 
such information as he may from time to time require; and the Commissioner- 
General and the Deputy Commissioner-General, or any employee of the Office 
of the United States Budget when duly authorized by the Commissioner-General, 
shall, for the purpose of securing such information, have access to, and the 
right to examine, any books, documents, papers, or records of any such executive 
agency, 

ASSISTANCE TO COMMITTEES OF CONGRESS 


Sec. 209, The Commissioner-General shall make such investigations and 
reports as shall be ordered by either House of Congress or by the Committee 
on Appropriations of either House of Congress. He shall also, at the request 
of either such committee, direct assistance from his office to furnish the com- 
mittee such aid and information as it may request. 


LIMITATION ON AUTHORITY OF COMMISSIONER-GENERAL 
Sec. 210. No function shall be vested in, transferred to, or performed by the 


Commissioner-General except as specifically provided by this Act or by express 
amendment thereto. 
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POWER OF PRESIDENT 


Sec. 211. Nothing contained in this Act shall be construed to prohibit the 
President in any way from making recommendations to the Congress with respect 
to the Budget and with respect to the fiscal operations and policies of the 
Government. 


TITLE ILI—MISCELLANEOUS PROVISIONS 
OFFICE OF EXECUTIVE MANAGEMENT 


Sec. 301. The Bureau of the Budget and the Director and Assistant Directors 
thereof are hereby redesignated as the Office of Executive Management, the Di- 
rector of Executive Management, and the Assistant Directors of Executive Man- 
agement: and, except as otherwise provided in this Act, all references in the 
statutes of the United States thereto are amended accordingly. 


AMENDMENTS TO THE BUDGET AND ACCOUNTING ACT OF 1950 


c. 302. (a) Section 106 of the Budget and Accounting Procedures Act of 1950 
U. S. C., see. 847) is amended to read as follows: 


“ACCOUNTING AND BUDGET CLASSIFICATIONS 


“Sec. 106. The head of each executive agency shall, in consultation with the 
Commissioner-General of the Budget, take whatever action may be necessary to 
achieve, insofar as is possible, (1) consistency in accounting and budget classi- 
fications, (2) synchronization between accounting and budget classifications and 
organizational structure, and (38) support of the budget justifications by infor- 
mation on performance and program costs by organizational units.” 

(hb) Section 111 (f) of such Act (31 U.S. C., see. 65 (f)) is amended to read 
as follows: 

“(f) The Comptroller General of the United States, the Commissioner-General 
of the Budget. the Secretary of the Treasury, and the Director of Executive 
Management shall conduct a continuous program for the improvement of account- 
ing and financial reporting in the Government.” 

(c) The first sentence of section 112 (a) of such Act (31 U.S. C., sec. 66 (a) ) 
is amended to read as follows: “The Comptroller General of the United States, 
after consulting with the Commissioner-General of the Budget, the Secretary 
of the Treasury, and the Director of Executive Management concerning their ac 
counting, financial reporting, and budgetary needs, and considering the needs of 
executive agencies, shall prescribe the principles, standards, and related require 
ments for accounting to be observed by each executive agency, including require 
ments for suitable integration between the accounting processes of each execu- 
tive agency and the accounting of the Treasury Department.” 

(d) Section 112 (¢) of such Act (31 U. 8S. C., sec. 66) is amended to read as 
follows: 

“(c¢) The General Accounting Office shall from time to time review the ac 
counting systems of the executive agencies. The results of such reviews shall be 
available to the heads of the executive agencies concerned, to the Secretary of 
the Treasury, to the Director of Executive Management, and to the Commis- 
sioner-General of the Budget: and the Comptroller General shall make such re 
ports thereon to the Congress as he deems proper.” 

(e) Section 113 (a) (4) of such Act (31 U. 8S. C., see. 66a) is amended by 
striking out “for providing financial information required by the Bureau of the 
Pudget under section 213 of the Budget and Accounting Act, 1921 (42 Stat. 23)” 
and inserting in lieu thereof “for providing financial information required by the 
Commissioner-General of the Budget under section 208 of the Budget Act of 
1957”. 

(f) Section 113 (c) of such Act (31 U. S. C. 66a) is amended to read as 
follows: 

“(c) As soon as practicable after the date of the enactment of this subsection, 
the head of each executive agency shall, in accordance with principles and stand 
ards prescribed by the Comptroller General, cause the accounts of such agency 
to be maintained on an accrual basis to show the resources, liabilities, and costs 
of operations of such agency with a view to facilitating the preparation of cost- 
based budgets as required by section 206 of this Act. The accounting system 
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required by this subsection shall include adequate monetary property accounting 
records as an integral part of the system.” 

(g) The first sentence of section 114 (a) of such Act (81 U. 8. C., sec. 66b) is 
amended to read as follows: “The Secretary of the Treasury shall prepare such 
reports for the information of the President, the Congress, and the public as will 
present the results of the financial operations of the Government: Provided, 
That there shall be included such financial data as the Commissioner-General of 
the Budget may require in connection with the preparation of the Budget.”. 


AMENDMENTS TO GOVERNMENT CORPORATION CONTROL ACI 


Sec. 8308. (a) Section 102 of the Government Corporation Control Act of 1945 
(31 U.S. C., sec. 847) is amended 

(1) by striking out “Bureau of the Budget” and “President” in the first 
sentence aud inserting in lieu thereof “Commissioner-General of the Budget” 
and “he”, respectively ; and 

(2) by inserting at the end thereof the following new sentence: “Each 
such corporation may from time to time submit amendments to its annual 
budget program to the Commissioner-General of the Budget.” 

(b) The first two sentences of section 103 of such Act (31 U.S. C., see. 848) are 
amended to read as follows: “The Commissioner-General of the Budget may 
modify, amend, or otherwise revise the annual budget program (or any amend 
ment thereto) submitted by any wholly owned corporation so as to curtail the 
level of activity proposed by such corporation for any of its operations; but the 
Commissioner-General shall make any such revision only to the extent that, in 
his judgment, such revision is necessary to carry out the provisions of section 
203 (b) of the Budget Act of 1957, or otherwise to promote economy in Govern 
ment or maintain the Government on a sound fiscal basis. The annual budget 
program of each wholly owned corporation, as so revised, shall be included as 
part of the annual Budget required to be submitted to the Congress by the Budgei 
Act of 1957. Any amendment to the annual budget 
tion, as so revised, may be submitted to the Congress.” 

(c) The first sentence of section 104 of such Act (31 U. S. C.. see. 849) is 
amended by striking out “President” and inserting in lieu thereof “Commissioner- 
General of the Budget”. 

(d) Seetion 107 of such Act (81 U. 8S. C., see. 852) is amended—— 

(1) by striking our “Director of the Bureau of the Budget, with the ap- 
proval of the President,” and inserting in lieu thereof ““Commissioner-Gen- 
eral of the Budget”. 

(2) by striking out “Director” and inserting in lieu thereof “Commis 
sioner-General”’ ; and 

(3) by striking out “the Budget and Accounting Act, 1921,” and inserting 
in lieu thereof “the Budget Act of 1957,”. 





program of such a corpora 


MISCELLANEOUS AMENDMENTS 


Sec. 304. (a) (1) Section 106 of the Federal Property and Administrative 
Services Act of 1949 (5 U. 8S. C., sec. 603d) is amended by striking out “Director 
of the Bureau of the Budget” and inserting in lieu thereof “Commissioner- 
General of the Budget”. 

(2) Subsection (b) of section 107 of such Act (5 U.S. C., see. 630e) is amended 
by adding at the end thereof the following: “The Director of Executive Manage- 
ment shall immediately report to the Commissioner-General of the Budget each 
such transfer of appropriations, allocations, or other funds.”. 

(5) Subsection (f) of section 202 of such Act (40 U.S. C., sec. 483 (f) is amend- 
ed by striking out “in the annual budget or otherwise as said Director may 
determine”, 

(4) Subsection (f) of section 205 of such Act (40 U. S. C.. see. 486 (f) is 
amended by adding at the end thereof the following: “Whenever the Director 
of Executive Management approves the transfer of allocated funds he shall im- 
mediately report such approval to the Commissioner-General of the Budget.’. 

(5) Subsection (b) of section 603 of such Act (40 U. S. C., see. 475 (b)) is 
amended by adding at the end thereof the following: “The Director of Executive 
Management shall immediately report each such authorization to the Commis- 
sioner-General of the Budget.”. 


91064—57——2 
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(b) The last sentence of section 16 of the Act approved June 18, 1934 (25 
U. S. C., sec. 476; 48 Stat. 987), is amended by striking out “Bureau of the 
Budget and the Congress” and inserting in lieu thereof “Commissioner-General 
of the Budget”. 

(c) (1) Section 411 (a) of title 28 of the United States Code is amended by 
inserting ““Commissioner-General of the Budget; Deputy Commissioner-General 
of the Budget ;” before “Comptroller of the Currency”. 

2) Section 605 of such title is amended (A) by striking out “Bureau of the 
Budget” where it appears in the first and second paragraphs and inserting in 
lieu thereof “Commissioner-General of the Budget”, and (B) by striking out the 
third paragraph. 

(d) Section 312 (e) of the Budget and Accounting Act, 1921 (31 U. S.C 
53 (e)), is amended to read as follows: 

“(e) The Comptroller General shall furnish such information relating to 
expenditures and accounting to the Commissioner-General of the Budget as the 
Commissioner-General may request from time to time.” 

(e) Section 4 of the Act approved May 25, 1926 (40 U.S. C., sec. 844; 44 Stat. 
632), is amended— 

(1) by striking out “Bureau of the Budget, in accordance with the provi- 
sions of the Budget and Accounting Act, 1921,” and inserting in lieu thereof 
“Commissioner-General of the Budget, in accordance with the provisions of 
the Budget Act of 1957,” ; and 

(2) by striking out “Bureau of the Budget” in the second and fourth 
provisos and inserting in lieu thereof “Commissioner-General of the Budget”. 

(f) Subsection (a) of section 6 of the Central Intelligence Agency Act of 1949 
(50 U. 8S. C., sec. 408f (a)) is amended by striking out “Bureau of the Budget” 
and inserting in lieu thereof ‘“‘Commissioner-General of the Budget’. 

(zg) So much of the Act of June 29, 1922 (D. C. Code (1951 ed.) 47-508: 42 
Stat. 670), as reads “hereafter the Commissioners of the District of Columbia 
shall not be restricted in submitting to the Bureau of the Budget their estimates 
of the needs of the District” is amended by striking out “Bureau of the Budget” 
and inserting in lieu thereof “Commissioner-General of the Budget”. 

(h) (1) The last proviso of paragraph (2) subsection (a), section 1 of the Act 
of July 25, 1956 (Public Law 798) is amended to read as follows: “Provided 
further, That prior thereto the head of the agency concerned shall make such 
report with respect to each such restoration as the Director of Executive Manage- 
ment may require, and shall submit such report to the Director, the Commissioner- 
General of the Budget, the Comptroller General, the Speaker of the House of 
Representatives, and the President of the Senate.” 

(2) The first sentence of subsection (b) of section 3 of such Act is amended 
to read as follows: 

“Tn connection with his audit responsibilities, the Comptroller General of the 
United States shall report to the head of the agency concerned, to the Secretary 
of the Treasury, to the Commissioner-General of the Budget, and to the Director 
of Executive Management, respecting operations under this Act, including an 
appraised of the unliquidated obligations under the appropriation accounts 
established by this Act.” 

PROVISIONS OF LAW REPEALED 


+ SC. 


Sec. 305. The following provisions of law are hereby repealed : 
(1) Sections 201, 202, 208, 204, 205, 206, 215, and 216, and the last sentence 
of section 207, of the Budget and Accounting Act, 1921. 
2) Section 3 of the Act approved June 23, 1913 (31 U.S. C., sec. 623; 38 
Stat. 75). 
(3) Section 3670 of the Revised Statutes (31 U. 8. C., sec. 624). 
(4) Section 8 of the Act approved May 29, 1944 (58 Stat. 259). 


TITLE IV—EFFECTIVE DATE 


Sec. 401. (a) Except as provided in subsection (b), the provisions of this 
Ast shall take effect at the time of the enactment of this Act. 

(b) The provisions of title II and III of this Act shall take effect on July 1, 
1957. 
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(H. R. 2494, 85th Cong., 1st sess. ] 


A BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 
3e it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Account- 
ing Act, 1921, as amended, is further amended by adding the following new sub- 
sections: 
“DECLARATION OF POLICY 


“(b) It is the sense of the Congress that revisions in budget estimates and 
estimates for deficiency and supplemental appropriations are essential in order 
to provide a more informative basis for the enactment of appropriations by the 
Congress, to reduce or eliminate the large carry-over balances of appropriations 
from one fiscal year to another, and to bring about economy in Government expen- 
ditures. It is therefore the policy of the Congress that estimates for proposed 
appropriations will be determined on an annual accrued expenditure basis. 

“(¢) The amount of proposed appropriations referred to in sections 201 (a) 
and 203 of this Act shall, to the maximum extent deemed desirable and practicable 
by the President, be determined on an annual accrued expenditure basis. 

“*Annual accrued expenditures’ shall relate to payments for goods and serv- 

ces to be received in a fiscal year, advance payments, progress payments, and 
such other payments as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to proposed appropriations for the payment 
of claims certified by the Comptroller General and of judgments; proposed ap- 
propriations for the refund of Federal taxes and of other moneys erroneously 
received and covered into the Treasury of the United States; proposed appropria- 
tions for privat relief; proposed appropriations for the payment of interest on 
trust funds; proposed appropriations to provide or increase revolving funds; pro- 
posed appropriations for the payment to former members of the Armed Forces, 
their dependents and beneficiaries, of any benefits to which they are entitled by 
reason of military service; proposed appropriations for the payment of pensions 
and annuities; proposed appropriations for the payment of any obligation of the 
United States for which liability is fixed by treaty ; and other proposed appropria- 
rions or funds analogous to the foregoing. 

“(d) The conversion to the use of the annual accrued expenditures method 

or stating proposed appropriations in accordance with section 201 (b) of this 
Act shall be accomplished in such manner and at such times as may be determined 


+ 


iv the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
ruade on ab annual accrued expenditure basis over the accrued expenditures under 
such appropriation or fund shall lapse, unless hereafter provided otherwise in an 
ippropriation Act or other law. Any remaining balances of each such appropria- 
‘on or fund shall be merged with any appropriation or fund made for the same 
ceneral purpose for the ensuing fiscal year and shall constitute a single account.” 


{H. R. 2780, 85th Cong., Ist sess. ] 
\ BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Rpresentatives of the United States 

j America in Congress assembled, That section 201 of th Budget and Accounting 
Act, 1921, as amended, is further amended by adding the following new sub- 
sections : 

“(b) It is the sense of the Congress that revisions in presentation of budget 
estimates and estimates for deficiency and supplemental appropriations are es- 
sential in order to provide a more informative basis for the enactment of appro- 
priations by the Congress, to reduce or eliminate the large carryover balances 
of appropriations from one fiscal year to another, and to bring about economy 
in Government expenditures. It is, therefore, the policy of the Congress that 


estimates for proposed appropriations will be determined on an annual accrued 
expenditure basis. 
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“(c) The amount of proposed appropriations referred to in sections 201 (a) 
and 203 of this Act shall, to the maximum extent deemed desirable and practicable 
by the President, be determined on an annual accrued expenditure basis. 

“*Annual accrued expenditures’ shall relate to goods and services to be received 
in a fiscal year, advance payments, progress payments, and such other payments 
as are authorized by law to be made in such fiscal vear. 

“This subsection shall not apply to appropriations for the payment of claims 
certified by the Comptroller General and of judgments; appropriations for the 
refund of Federal taxes and of other moneys erroneously received and covered 
into the Treasury of the United States; appropriations for private relief; appro 
priations for the payment of interest on trust funds; appropriations to provide 
or increase revolving funds; appropriations for the payment to former members 
of the Armed Forces, their dependents and beneficiaries, of any benefits to which 
they are entitled by reason of military service; appropriations for the payment 
of pensions and annuities; appropriations for the payment of any obligation of 
the United States for which liability is fixed by treaty, and other appropriations 
or funds analogous to the foregoing. 

“(d) The conversion to the use of the annual accrued expenditures method for 
stating proposed appropriations in accordance with section 201 (c) of this Act 
shall be accomplished in such manner and at such times as may be determined 
by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures undei 
such appropriation or fund shall lapse, unless hereafter provided otherwise in 
an appropriation Act or other law. Any remaining balances of each such appro 
priation or fund shall be merged with any appropriation or fund made for the 
same general purpose for the ensuing fiscal year and shall constitute a single 
account.” 


[H. R. 8379, 85th Cong., 1st sess. ] 


A BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Accounting 
Act, 1921, as amended, is further amended by adding the following new 
subsections : 

“DECLARATION OF POLICY 


“(b) It is the sense of the Congress that revisions in budget estimates and esti 
mates for deficiency and supplemental appropriations are essential in order to 
provide a more informative basis for the enactment of appropriations by the 
Congress, to reduce or eliminate the large carry-over balances of appropriations 
from one fiscal year to another, and to bring about economy in Government ex 
penditures. It is therefore the policy of the Congress that estimates for proposed 
appropriations will be determined on an annul accrued expenditure basis. 

“(c) The amount of proposed appropriations referred to in sections 201 (a) 
and 203 of this Act shall, to the maximum extent deemed desirable and practicable 
by the President, be determined on an annual accrued expenditure basis. 

***Annual accrued expenditures’ shall relate to payments for goods and services 
to be received in a fiscal year, advance payments, progress payments, and such 
other payments as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to proposed appropriations for the payment of 
claims certified by the Comptroller General and of judgments: proposed appro 
priations for the refund of Federal taxes and of other moneys erroneously re 
ceived and covered into the Treasury of the United States: proposed appropria 
tions for private relief: proposed appropriations for the payment of interest on 
trust funds; proposed appropriations to provide or increase revolving funds ; pro 
posed appropriations for the payment to former members of the Armed Forces. 
their deendents and beneficiaries, of any benefits to which they are entitled by 
reason of military service; proposed appropriations for the payment of pensions 
and annuities; proposed appropriations for the payment of any obligation of the 
United States for which liability is fixed by treaty ; and other proposed appropria 
tions or funds analogous to the foregoing. 

“(d) The conversion to the use of the annual accrued expenditures method for 
stating proposed appropriations in accordance with section 201 (b) of this Act 
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shall be accomplished in such manner and at such times as may be determined 
by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures under 
such appropriation or fund shall lapse, unless hereafter provided otherwise in an 
appropriation Act of other law. Any remaining balances of each such appropria- 
tion or fund shall be merged with any appropriation or fund made for the same 
general purpose for the ensuing fiscal year and shall constitute a single account.” 


[H. R. 3961, 85th Cong., 1st sess.] 


A BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Accounting 
Act, 1921, as amended, is further amended by adding the following new sub- 
sections: 

“(b) It is the sense of the Congress that revisions in presentation of budget 
estimates and estimates for deficiency and supplemental appropriations are essen- 
tial in order to provide a more informative basis for the enactment of appropri- 
ations by the Congress, to reduce or eliminate the large carryover balances of 
appropriations from one fiscal year to another, and to bring about economy in 
Government expenditures. It is therefore the policy of the Congress that esti- 
mates for proposed appropriations will be determined on an annual accrued 
expenditure basis. 

“(c) The amount of proposed appropriations referred to in sections 201 (a) and 
203 of this Act shall, to the maximum extent deemed desirable and practicable 
by the President, be determined on an annual accrued expenditure basis. 

“*Annual accrued expenditures’ shall relate to goods and services to be re- 
ceived in a fiscal year, advance payments, progress payments, and such other 
payments as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to appropriations for the payment of claims 
certified by the Conptroller General and of judgments; appropriations for the re- 
fund of Federal taxes and of other moneys erroneously received and covered into 
the Treasury of the United States; appropriations for private relief; appropri- 
ations for the payment of interest on trust funds; appropriations to provide or 
increase revolving funds; appropriations for the payment to former members of 
the Armed Forces, their dependents and beneficiaries, of any benefits to which 
they are entitled by reason of military service; appropriations for the payment 
of pensions and annuities; appropriations for the payment of any obligation of 
the United States for which liability is fixed by treaty; and other appropriations 
or funds analogous to the foregoing. 

““(d) The conversion to the use of the annual accrued expenditures method for 
stating proposed appropriations in accordance with section 201 (c) of this Act 
shall be accomplished in such manner and at such times as may be determined 
by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures 
under such appropriation or fund shall lapse, unless hereafter provided other- 
wise in an appropriation Act or other law. Any remaining balances of each 
such appropriation or fund shall be merged with any appropriation or fund 
made for the same general purpose for the ensuing fiscal year and shall con- 
stitute a single account.” 


[H. R. 4117, 85th Cong., 1st sess.] 


\ BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Accounting 
: Act, 1921, as amended, is further amended by adding the following new sub- 

sections: 

“(b) It is the sense of the Congress that revisions in presentation of budget es- 

timates and estimates for deficiency and supplemental appropriations are es- 
sential in order to provide a more informative basis for the enactment of appro- 
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priations by the Congress, to reduce or eliminate the large carryover balances of 
appropriations from one fiscal year to another, and to bring about economy in 
Government expenditures. It is therefore the policy of the Congress that 
estimates for proposed appropriations will be determined on an annual accrued 
expenditure basis. 

“(c) The amount of proposed appropriations referred to in sections 201 (a) 
and 203 of this Act shall, to the maximum extent deemed desirable and practi- 
cable by the President, be determined on an annual accrued expenditure basis. 

“ ‘Annual accrued expenditures’ shall relate to goods and services to be re 
ceived in a fiscal year, advance payments, progress payments, and such other 
payments as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to appropriations for the payment of claims 
certified by the Comptroller General and of judgments: appropriations for the 
refund of Federal taxes and of other moneys erroneously received and covered 
into the Treasury of the United States; appropriations for private relief: 
appropriations for the payment of interest on trust funds; appropriations t 
provide or increase revolving funds; appropriations for the payment to former 
members of the Armed Forces, their dependents and beneficiaries, of any benefits 
to which they are entitled by reason of military service: appropriations fer the 
payment of pensions and annuities; appropriations for the payment of an) 
obligation of the United States for which liability is fixed by treaty; and other 
appropriations or funds analogous to the foregoing. 

“(d) The conversion to the use of the annual accrued expenditures method 
for stating proposed appropriations in accordance with section 201 (¢) of this 
Act shall be accomplished in such manner and at such times as may be deter 
mined by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures 
under such appropriation or fund shall lapse, unless hereafter provided other 
wise in an appropriation Act or other law. Any remaining balances of each 
such appropriation or fund shall be merged with any appropriation or fund 
made for the same general purpose for the ensuing fiscal year and shall consti- 
tute a single account.” 


rh) 


[H. R. 4443, 85th Cong., Ist sess. ] 


A BILL To provide for improved methods of stating budget estimates and estimates 1 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Account- 
ing Act, 1921, as amended, is further amended by adding the followirg new sub 
sections: 

“(b) It is the sense of the Congress that revisions in presentation of budg 
estimates and estimates for deficiency and supplemental appropriations sre ¢ 
sential in order to provide a more informative basis for the enactment of ap- 
propriations by the Congress, to reduce or eliminate the large carryover balances 
of appropriations from one fiscal year to another, and to bring about economy in 
Government expenditures. It is therefore the policy of the Congress that esti- 
mates for proposed appropriations will be determined on an annual accrued 
expenditure basis. 

“(e) The amount of proposed appropriations referred to in sections 201 (a) 
and 203 of this Act shall, to the maximum extent deemed desirable and prac- 
ticable by the President, be determined on an annual accrued expenditure basis. 

“*Annual accrued expenditures’ shall relate to goods and services to be received 
in a fiscal year, advance payments, progress payments, and such other payments 
as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to appropriations for the payment of claims 
certified by the Comptroller General and of judgments appropriations for the 
refund of Federal taxes and of other moneys erroneously received and covered 
into the Treasury of the United States; appropriations for private relief; ap- 
propriations for the payment of interest on trust funds; appropriations to pro- 
vide or increase revolving funds; appropriations for the payment to former 
members of the Armed Forces, their dependents and beneficiaries, of any benefits 
to which they are entitled by reason of military service; appropriations for the 
payment of pensions and annuities; appropriations for the payment of any ob- 
ligation of the United States for which liability is fixed by treaty; and other ap- 
propriations or funds analogous to the foregoing. 


et 
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“(d) The conversion to the use of the annual accrued expenditures method 
for stating proposed appropriations in accordance with section 201 (c) of this 
Act shall be accomplished in such manner and at such times as may be deter- 
mined by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures 
under such appropriation or fund shall lapse, unless hereafter provided other- 
wise in an appropriation Act or other law. Any remaining balances of each 
such appropriation or fund shall be merged with any appropriation or fund made 
for the same general purpose for the ensuing fiscal year and shall constitute a 
single account.” 





[H. R. 4500, 85th Cong., 1st sess.] 


A BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Account- 
ing Act, 1921, as amended, is further amended by adding the following new sub- 
sections: 

“(b) It is the sense of the Congress that revisions in presentation of budget 
estimates and estimates for deficiency and supplemental appropriations are es- 
sential in order to provide a more informative basis for the enactment of appro- 
priations by the Congress, to reduce or eliminate the large carryover balances 
of appropriations from one fiscal year to another, and to bring about economy in 
Government expenditures. It is therefore the policy of the Congress that esti- 
mates for proposed appropriations will be determined on an annual accrued ex- 
penditure basis. 

“(¢) The amount of proposed appropriations referred to in sections 201 (a) 
and 208 of this Act shall, to the maximum extent deemed desirable and prac- 
ticable by the President, be determined on an annual accrued expenditure basis. 

“*Annual accrued expenditures’ shall relate to goods and services to he re- 
ceived in a fiscal year, advance payments, progress payments, and such other 
payments as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to appropriations for the payment of claims 
certified by the Comptroller General and of judgments: appropriations for the 
refund of Federal taxes and of other moneys erroneously received and covered 
into the Treasury of the United States; appropriations for private relief; ap- 
propriations for the payment of interest on trust funds; appropriations to pro- 
vide or increase revolving funds; appropriations for the payment to former 
members of the Armed Forces, their dependents and beneficiaries, of any bene- 
fits to which they are entitled by reason of military service: appropriations 
for the payment of pensions and annuities; appropriations for the payment of 
any obligation of the United States for which liability is fixed by treaty ; and other 
appropriations or funds analogous to the foregoing. 

“(d) The conversion to the use of the annual accrued expenditures method 
for stating proposed appropriations in accordance with section 201 (¢) of this 
Act shall be accomplished in such manner and at such times as may be determined 
by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures 
under such appropriation or fund shall lapse, unless hereafter provided other- 
wise in an appropriation Act or other law. Any remaining balances of each 
such appropriation or fund shall be merged with any appropriation or fund made 
for the same general purpose for the ensuing fiscal years and shall constitute a 
single account.” 





[H. R. 5897, 85th Cong., Ist sess.] 


A BILL To provide for improved methods of stating budget estimates and estimates for 
deficiency and supplemental appropriations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 of the Budget and Account- 
ing Act, 1921, as amended, is further amended by adding the following new 
subsections : 
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“(b) It is the sense of the Congress that revisions in presentation of budget 
estimates and estimates for deficiency and supplemental appropriations are essen- 
tial in order to provide a more informative basis for the enactment of appropria- 
tions by the Congress, to reduce or eliminate the large carryover balances of 
appropriations from one fiscal year to another, and to bring about economy in 
Government expenditures. It is therefore the policy of the Congress that esti- 
mates for proposed appropriations will be determined on an annual accrued 
expenditure basis. 

“(c) The amount of proposed appropriations referred to in sections 201 (a) 
and 203 of this Act shall, to the maximum extent deemed desirable and practicable 
by the President, be determined on an annual accrued expenditure basis. 

“*Annual accrued expenditures’ shall relate to goods and services to be re- 
ceived in a fiscal year, advance payments, progress payments, and such other 
payments as are authorized by law to be made in such fiscal year. 

“This subsection shall not apply to appropriations for the payment of claims 
certified by the Comptroller General and of judgments: appropriations for the 
refund of Federal taxes and of other moneys erroneously received and covered 
into the Treasury of the United States; appropriations for private relief; ap- 
propriations for the payment of interest on trust funds; appropriations to pro- 
vide or increase revolving funds; appropriations for ‘the payment to former 
members of the Armed Forces, their dependents and beneficiaries, of any benefits 
to which they are entitled by reason of military service; approprinutions for the 
payment of pensions and annuities; appropriations for the payment of any 
obligation of the United States for which liability is fixed by treaty: and other 
appropriations or funds analogous to the foregoing. 

“(d) The conversion to the use of the annual accrued expenditures method 
for stating proposed appropriations in accordance with section 201 (c) of this 
Act shall be accomplished in such manner and at such times as may be deter- 
mined by the President. 

“(e) As of the end of each fiscal year, the excess of any appropriation or fund 
made on an annual accrued expenditure basis over the accrued expenditures 
under such appropriation or fund shall lapse, unless hereafter provided other- 
wise in an appropriation Act or other law. Any remaining balances of each such 
appropriation or fund shall be merged with an appropriation or fund made for 
the same general purpose for the ensuing fiscal year and shall constitute a single 
aceount.” 


[H. R. 5941, 85th Cong., 1st sess. ] 


A BILL To amend section 206 of the Legislative Reorganization Act of 1946. so as to 
enable the Comptroller General more effectively to assist the Appropriations Committees 
in considering the budget 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 206 of the Legislative Reorgani- 
zation Act of 1946 is amended by inserting “(a)” immediately after “Src, 206.”, 
and by adding at the end thereof the following new subsections: 

“(b) The Comptroller General shall make such investigations and reports with 
respect to any agency in the executive branch of the Government as the chairman 
of the House or Senate Appropriations Committee may request in order to en- 
able such committees to give adequate consideration to items relating to such 
agencies which are contained in the budget as submitted by the President, and 
the justifications submitted in support thereof. 

“(c) The Comptroller General of the United States is authorized to employ 
personnel to carry out the purposes of this section without regard to the civil 
service laws, rules, or regulations, or the Classification Act, as amended.” 


Chairman Dawson. Our first witness will be a member of this com- 
mittee, Congressman Lipscomb. 

These hearings have been called on a number of bills before our sub- 
committee to improve the Federal system of budgeting. This is a mat- 
ter of great interest to this committee and to the Congress and, indeed, 
to our heavily burdened taxpayers throughout the country. The sub- 
committee hopes through these hearings and its own independent 
study to make recommendations which will result in increasing con- 
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gressional knowledge and control of the budgeting process and, if pos- 
sible, to effect savings in the system. 

Several of the bills propose to put into effect a recomme nd: ation of 
the Hoover Commission on Organization of the Executive Branch of 
the Government that appropriations be determined on an couual ac- 
erued expenditure basis. Another bill introduced by Chairman Can- 
non of the House Appropriations Committee would establish a new 
independent oflice of the United States Budget attached to the legis- 
lative branch to which would be assigned the present functions of the 
Bureau of the Budget relating to budget execution. Various proposals 
are contained in the other bills. The extent to which there would be 
a saving of funds through the passage of these measures is still to be 
determined. 

There is tremendous concern at present about the size of the Federal 
budget with many conflicting ideas as to where and how to cut it. It 
is not this Committee’s function to enter that controversy. It is our 
obligation under our jurisdiction, however, to do everything possible 
to see that the budgeting process operates with maximum “eflicienc Vv 
and that any defects which may cause waste or inflated estimates be 
corrected. 

A list of the bills before us and a brief analysis of them has been 
prepared and sent in advance to the subcommittee members, along with 
several reports from the Bureau of the Budget and the Comptroller 
General. 

At this hearing we will hear the authors and sponsors of the various 
bills. 

As such, the sponsor of one of the bills before us is a member of this 
comunittee, Mr. a ‘comb. I will ask him to explain his bill to us. 

I would like to say to those present at this hearing that Mr. Lips- 
comb is a aah ‘of this committee and one whose abilities and 
knowledge of accounting we have called upon at various times to the 
profit of the people of the United States. 

At this time, we will hear from Mr. Lipscomb on his bill. 


STATEMENT OF HON. GLENARD P. LIPSCOMB, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Lirescoms. Thank you, Mr. Chairman. I am pleased to appear 
here on behalf of H. R. 758. First, I would like to compliment the 
committee chairman and members of the committee for taking an 
active interest in this group of budget and accounting bills. I think 
the operations of the Committee on Government Operations is worth- 
while. I think the whole system ore reevaluation and investigation 
by this committee. As in the past, you have clone a lot of work and 
have made a great contribution tioead improving the budget and 
accounting methods of our Government. Not only was that done last 
session, but in many previous sessions. I am sure that you will come 
up with some good answers at this session of Congress. 

Mr. Chairman and members of the committee, H. R. 758, which | 
have introduced in the 85th Congress is a bill to provide for the stat- 
ing of appropriations in the Federal Budget on an accrued expendi- 
ture basis. It would do this by amending section 201 of the Budget 
and Accounting Act of 1921 (31 U.S. C. 111). 
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This bill would implement Recommendation No. 7 of the Commis- 
sion on Reorganization of the Executive Branch of the Government 
(Hoover Commission) report on Budgeting and Accounting which 
states : 


That the executive budget and congressional appropriations be in terms of esti- 
mated annual accrued expenditures, namely, charges for the cost of goods and 
services estimated to be received. 

It would also implement Recommendation 17 of the Commission 
which provides: 
That each department and agency be authorized to maintain a single account 


under each appropriation title or fund for controlling the amount available for 
the liquidation of valid obligations. 


EFFECT OF LEGISLATION 


Enactment of this legislation would mean a significant modifica- 
tion in the present practice of requesting appropriations from Con- 
gress which is based on appropriations stated in terms of authority 
to obligate rather than budgeted work plans for the cost of goods and 
services estimated to be received by the departments and agencies. 
Under the system now in use, the President requests and Congress 

makes available sums of money that may be obligated in a given fiscal 
year or over a period of fiscal years without direct reference to when 
the accrued expenditures actually occur, and the liquidation or pay- 
ment of such obligations may occur after the period during which 
funds are available for such obligations. As a consequence of this 
practice, large unobligated or unexpended balances have been built 
up by various departments and agencies. The total of such carryover 
balances is estimated to be $70 billion carried forward into the fiscal 
year 1958. 

With such large unexpended balances in the hands of departments 
and agencies, Congress is not in a position to contro] the actual ex- 
penditur es of the Government or the annual budget surplus or deficit 
in any given year, because the appropriations that it makes specifically 
for that fiscal year alone do not determine what the executive depart- 
ment can spend in that year. Actually in any year a very large pro- 
portion of the expenditures will be out of funds previously appro- 
priated. 

H. R. 758 would amend the Budget and Accounting Act of 1921 to 
provide that recommended appropriations for all departments and 
agencies be presented on an annual accrued expenditure basis. This 
means that each year the President would request Congress to appro- 
priate the amount of money required by an agency or department to 
pay for goods and services to be received in that year, and to meet 
advance payments, progress payments and other payments as author- 
ized by law to be made in such fiscal year. 

The effect of placing appropriations on an accrued expenditure basis 
would mean the elimination of the vast carryover balances now avail- 
able for expenditure at the discretion of the executive agencies and 
would thus give improved control in Congress over Federal expendi- 
tures. Congress would have improved control for various reasons: 

First, it would help eliminate situations which create incentive on 
the part of the spending agencies to obligate funds to prevent appro- 
priations from lapsing. 
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Second, Congress would be in a better position to control the cost in- 
curred in carrying out specifically approved programs. 

Third, Congress would be in a better position to control the level of 
expenditures in any given year. The amount of money appropriated 
for any fiscal year under present circumstances has little relationship 
to the amount of money spent in that fiscal year. 

Fourth, there would be more direct and effective control over the 
budget surplus and deficit in any fiscal year. 

Fifth, it would enable the Bureau of the Budget and the Congress 
to exercise a more intelligent overall management control over execu- 
tive departments and agencies. 

Aside from the question of improved control, the annual accrued 
expenditure basis of appropriations affords a better means of obtain- 
ing information needed in relating past accomplishments to present 
performance and future plans. Under the obligational basis of ap- 
propriations the information supplied to the President and the Con- 
gress through the budget process is in terms of obligations—contracts, 
and so forth—issued, unissued, and planned for issue. This does not 
measure currently the cost of progress or performance. It is only 
when a program is totally completed that obligations approximate 
costs and then only if all resources have been consumed. 

Under the annual accrued expenditure basis of appropriations, Con- 
gress would require and be supplied with data as to costs in relation to 
annual periods, the accomplishments obtained and to be obtained for 
those costs, and the inventories and other assets on hand, as well as the 
new money required to carry on the program. 

It is inherent, of course, in Hoover Commission budget and account- 
ing recommendation No. 7, and in connection with legislation of this 
type, that authority must at times be given by Congress for the ad- 
vance planning that would be necessary where a program is to extend 
for several years and would therefore extend beyond the phase of op- 
erations covered in an annual accrued expenditures budget. In other 
words, Congress would have to grant to agencies authority to make 
contracts that run for a number of years, but it would not, at the same 
time. make funds available to the agencies in the amount of such au- 
thority. At present, when Congress provides for a program that will 
take several years to complete, the authority to complete the un- 
dertaking is often given at the outset, when it makes available to the 
department concerned authority to obligate and expend sufficient funds 
to cover the cost of the entire program all at one time. 

Such authority has been exercised in the past by Congress in the 
form of “contract authorizations.” The use of contract authorizations 
in the past have been criticized, but it is a significant fact that hereto- 
fore both contract authorizations and subsequent appropriations were 
stated in terms of obligational authority, whereas under the recom- 
mendations only the initial authorization would be stated in terms of 
the broad and difficult-to-apply concept of obligations, and annual 
authority could be stated much more definitely in terms of accrued 
expenditures because of the time factor. 

Initial authority which may cover a forward period, sometimes as 
great as 5 years or more, whether as contemplated in this bill or as 
provided in the present basis of appropriations, obviously cannot be 
supported with precise plans. On the other hand, as these plans take 
shape in succeeding years, much more precise planning and authoriza- 
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tions are practical when stated in terms of accrued expenditures. For 
this reason this legislation is not, and need not be, viewed as a return 
to prior practices during the period when contract authorizations were 
prevalent and significant weaknesses were apparent. 

Mr. Chairman, I can go ahead and deliver a section-by-section analy- 
sis of the bill, if you care that I do so. 

Chairman Dawson. What is the wish of the committee on that 4 

McCormack. We understand the section-by-section analysis 
pretty well. 

Mr. Brown. That is right. 

Mr. McCormack. Weare familiar with this. 

Mr. Brown. Let him give his conclusions. 

Chairman Dawson. Please go ahead. 

Mr. Larscoms. If the Congress, made up of the chosen representa 
tives of the American people, is to exercise its constitutionally dele 
gated power to legislate to an effective degree, it must be in a position 
to control the expenditure of money by the executive branch. Effec 
tive control over the purse is inherent in the power to legislate and is 
one of the most important devices available to Congress for protecting 
the American people from the potentiality of irresponsible expendi 
tures. 

Enactment of Public Law 863 in the 84th Congress provided some 
very real and important initial improvements in the budgeting, ac- 
counting, and allotment system of the Government. 

As I mentioned before, Mr. Chairman, this committee put that 
legislation out and had it passed by the House and signed by the Pres 
ident. The provisions of this law for budget information on program 
costs and accomplishments: departmental budgeting on a cost basis: 
synchronization of organization structure, budget classification, and 
accounting systems; accounting on an accrual basis: and simplification 
in the subdivision of appropriations or funds, were progressive steps 
forward in the direction of the necessary overhauling of the Govern 
ment’s budget and accounting systems. Public Law 863 is the basis 
from which many improvements can be made. 

The next basic step in overhauling Government budgeting and ac 
counting systems is to convert the financial structure of the Govern 
ment to a real accrued expenditure basis. The provisions of H. R. 

758 that appropriations be made on an annual ae rued expenditure 
basis will accomplish this purpose if enacted. 

Mr. Chairman, I would like to ask your permission to have the 
section-by-section analysis inserted in the record with this statement 
and also pages 6 and 7 of my statement which is a glossary of selected 
budget terms that I would like to submit to the committee at this 
time, too. 

Thank you very much. 

Chairman Dawson. With no objection, they will be included in his 
statement for the record. 

(The material referred to is as follows :) 


SECTION-BY-SECTION ANALYSIS OF . R. 758 


The first part of the bill makes certain typographical (enumeration) changes 
in section 201 (a) of the Budget and Accounting Act, 1921, as amended (31 
U. 8. C. 11 (a)). 
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The substance of this legislation appears in the remainder of the bill. Three 
new subsections (b), (c), and (d) are to be added to section 201 of the act. 


Subsection (b) (1) 


The President would be required, to the maximum extent deemed desirable and 
practicable, to determine the amounts of regular and supplemental appropriation 
requests on ap annual accrued expenditure basis. 

Subsection (b) (2 

The term “annual accrued expenditure” is defined. This includes the amounts 
of appropriated funds needed to pay for goods and services to be received in the 
fiscal year, advance payments, progress payments, and any other payments au- 
thorized by law to be made in such fiscal year from the particular appropriation. 
The payments for goods and services received in any fiscal year might be made 
during that same fiscal year or, as provided in subsection (d), in a subsequent 
fiscal year. 

Subsection (b) (3) 


Since annual controls imposed by an accrued expenditure basis would not serve 
a purpose in every appropriation, some have been specifically excluded : appropri- 
ations for the payment of claims certified by the Comptroller General or for the 
payment of judgments; appropriations for the refund of Federal taxes and of 
other money erroneously received and covered into the Treasury; appropria- 
tions made by private relief acts of Congress; appropriations for the payment of 
interest on trust funds; appropriations to revolving funds; appropriations for the 
payment to former members of the Armed Forces, their dependents, and bene- 
ficiaries, of any benefits to which they are entitled by reason of military service; 
appropriations for the payment of pensions and annuities; appropriations for 
the payment of any obligation of the United States for which liability is fixed 
by treaty; and other analogous appropriations. 


Subsection (c) 


Recognizes that the conversion to an accrual expenditure basis cannot be 
nndertaken sucessfully until the systems of programing, budgeting, and account- 
ing are adequate. Therefore, the bill leaves to the President, the manner and 
the time of using the annual accrued expenditures for stating appropriations, 


Nubsection (d) 


At the end of a fiscal year the excess of any appropriation made on an annual 
accrued expenditure basis over the accrued expenditures under such appropri- 
ation will lapse. An amount equal to the unpaid accrued expenditures, repre- 
sented by the accounts payable at June 30 will merge with the appropriation 
or fund made for the same general purposes for the next fiscal year as a single 
account for payment purposes. This merging will simplify accounting require- 
ments without impairing fiscal control. 


GLOSSARY OF SELECTED BUDGET TERMS 


(1) Fiscal year—A year running from July 1 through June 30 which is 
designated by the calendar year in which it ends. 

(2) New obligational authority—Current authorizations enacted by the Con- 
gress which allow Federal agencies to incur obligations for the payment of 
money. These authorizations must precede all budget obligations and expendi- 
tures. They are enacted in several forms, including— 

(a) Appropriation: Authorization by an act of Congress to make payment 
out of the Treasury for a specified purpose. 

(b) Contract authorization: A statutory authorization under which con- 
tracts or other obligations may be entered into prior to an appropriation 
for the payment of such obligations. (A subsequent appropriation to pay 
for the contract is necessary.) 

(3) Obligation —Commitment made to pay out money. This includes ap- 
proval of loans and contracts for equipment or construction, as well as current 
cominitments such as salaries or benefit payments. 

(4) Budget expenditures.—These are transactions which affect the surplus 
or deficit of the United States Treasury. They consist of net amounts paid to 
liquidate obligations chargeable to general, special, and the revolving and man- 
agement funds. Expenditures may follow obligations by a few weeks or in some 


cases by as many as 3 or more years. Most expenditures are made in the form 
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of checks and are reported for the fiscal year in which the checks are issued. 
Exceptions are: (@) payments made in currency instead of by check are reported 
as expenditures when the disbursements are made, (0b) payments made by issuing 
bonds or notes are reported as expenditures when they are issued, and (c) inter- 
est on the public debt is reported as an expenditure in the year in which the in- 
terest accrues rather than when it is paid. Receipts of public enterprise funds 
are deducted from the total sums disbursed by these funds in arriving at budget 
expenditures. Budget expenditures exclude payments from funds held in trust 
or deposit fund accounts and repayments of borrowing. 

(5) Unexpended balances carried forward.—Portions of obligational authority 
enacted in prior years in the several forms mentioned above which is still avail- 
able in the succeeding year(s). 


(a) Appropriation: These balances represent the total of the unobligated 
balance and the amount of the unpaid obligations. They carry with them 
authority to incur obligations and to draw cash from the Treasury as needed 
to pay for obligations ; they are not cash on hand. 

(b) Contract authorization: These balances are similar to the appropri- 
ation balances defined in (5) (a) except that they do not carry with them 
authority to draw cash from the Treasury to pay for such obligations. 

Chairman Dawson. Mr. McCormack ? 

Mr. McCormack. Not just yet. 

Chairman Dawson. Mr. Brown? 

Mr. Brown. Mr. Chairman, first of all, I want to congratulate the 
gentleman from California, Mr. Lipscomb, for not only presenting to 
the committee a ver y able and clear statement as to the provisions of 
H. R. 758, and some of the reasons why it should be considered by Con- 
gress and perhaps enacted into law, but also for the great time and 
effort that he has given to this problem of budgeting and account ing in 
the Federal Government as a member of our general committee and as 
a Member of Congress. I do not know of any individual in the legisla- 
tive branch who has worked more or devoted more time to this prob- 
lem than has Congressman Lipscomb. I think it is one of the most 
important problems that confronts the Government. I realize—and 
I am sure Mr. Lipscomb does—that it is rather difficult to handle. 
Like every other Member of Congress, I am very much concerned 
about the cost of Government and the ever-increasing cost. We hear a 
lot of talk about the high budget of $71.8 billion “submitted by the 
President. In my opinion it is too high and ouglit to be cut, but ac- 
tually, as I understand it, the cash expenditures in the coming fiscal 
year will be more than the $71.8 billion: is that correct, Mr. Lipscomb ¢ 

Mr. Liescomp. Yes, sir. 

Mr. Brown. It will run $83 billion to $87 billion ? 

Mr. McCormack. The estimate for the next fiscal year is $86 billion. 

Mr. Brown. I have seen estimates from $83 billion to $87 billion. 
Most of the American people, Mr. Chairman, who have been writing 
us—Members of Congress—about the budget, do not even realize or 
know that this extra money will be spent “and has alre: idy been ap- 
propriated. I am not sure ‘what the total of appropriations and au- 
thorizations amount to. I understand that in the foreign aid program 
they have somewhere between eight and ten billion dollars that has 
not been obligated and that. has been appropriated in the past. Ts that 
correct? Can you give us any information on that ? 

Mr. Liescoms. I do not have specific figures on that. It is possible 
to get various estimates, depending on whom you talk to. 

Mr. Brown. Let me ask you this: Under your proposed legislation, 
not only the Congress but the American people anicalens would 


know the full amount of expenditures, with these certain limitations 
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that you have in there, that would be made by the Federal Govern- 
ment during the fiscal year? 

Mr. Lirscoms. That is the objective, to tie in the budget with the 
actual expenditures in any one fiscal year. 

Mr. Brown. How long do you think it would take, or how difficult 
would it be, to change over fr om. our present budget arrangement to 
this accrued expenditure basis ? 

Mr. Lipscoms. The law that the 84th Congress passed which set 
up cost-based budgeting and accrued accounting was the initial step. 
Actually, in my opinion, they did not have, and still do not have, 
adequate information to convert to this system. It is estimated that 
the bill passed Jast year will take 5 years to implement. That has to 
be done, in my opinion, before we can go into this system completely. 
In the legisl: ition, there is a section that says that the President will 
determine when this can be put into effect. It is my opinion that it 
will be put into effect in sections when the information is available and 
sufficient to do so. 

Mr. Brown. The Budget and Accounting Act passed by this commit- 
tee and approved by the Congress after a struggle with the other body 
with some provisions of the bill, will of ¢ ourse, lead the way to asystem 
of accounting and budgeting that will give us a great deal more in- 
formation than we have now. But, you cannot have this system work, 
as provided in this bill, until we first carry out the provisions of the 
ineasure passed last year; is that right? 

Mr. Liescoms. That is my opinion; yes, sir. 

Mr. Brown. What vou are doing here today, as I understand it, 
is offering legislation in advance to be ready for the next step to follow 
thereafter once the legislation enacted by the Congress last year is 
implemented ¢ 

Mr. Lirscomrn. That is my objective. There are some agencies in 
Government already on an accrued basis. The Corps of Engineers 
has made great strides in this respect. The Bureau of the Mint is 
one of the smaller agencies. Some of them have already started on 
an accrued expenditure basis. If the President saw fit that they go 
on an accrued expenditure basis on this item 

Mr. Brown. The President could send us the budget partially based 
on the accrued expenditures theory for those departments already on 
that basis, and this then would mean that other parts of the budget 
could be on the present system until it is changed over ? 

Mr. Lrescomn. That is as I see it. 

Mr. Brown. What, in your opinion, would be the estimated savings ? 
Do you have any idea what might be saved if we go to the accrued 
expenditure basis ¢ 

Mr. Lirscomn. No, sir. I do not think anyone can put, in my 
opinion, a dollar sign on savings that can be ace omplished by account- 
ing improvements. The savings come as management improves it- 
self md puts the things into effect; and then we can see the results. 
I would not attempt to estimate the savings. People have attempted 
that without success. 

Mr. Brown. Do you feel certain there would be savings? 

Mr. Lirscoms. Yes, sir. I am certain of it. 

Mr. Brown. Any appreciable amount ? 

Mr. Lirscoms. I believe so, but I would not put a dollar sign on it. 
We can see changes being made, for instance, by the Comptroller Gen- 
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eral month after month in our Government. After such changes are 
in operation for a while a dollar sign can be put on them. Until they 
are In effect, it is impossible to do so. I am confident, in my mind, 
that this will not only bring about savings, but also bring about bet- 
ter budgeting, and that is my prime objective. 

Mr. Brown. And make Government more efficient, as well as more 
economical ? 

Mr. Lirscoms. That is right. In my opinion, it will stop some of 
the waste in contracting and will better procurement practices; will 
better inventory practices. There is a whole chain of events that 
should take place if the agencies have to report to Congress the accom- 
plishments of any specific program instead of just running it at ran- 
dom over a period of 5 years without adequate congressional control. 

Mr. Brown. In your opinion, would it give the Congress better and 
more accurate information upon which to base its judgment in the 
making of appropriations and giving authorizations for different pro- 
grams? 

Mr. Lrrscompr. I think that as a result that would come about and 
would be of immense value. 

Mr. Brown. That is all. 

Mr. Jones. Mr. Chairman, I want to join Mr. Brown in congratulat- 
ing Mr. Lipscomb in his work on this subject. I know of no one in 
the Congress who has the background and equipment to do the splendid 
work that he has done in the field of Government accounting. I did 
not want the occasion to pass without joining in with my other col- 
leagues in paying or expressing my thoughts of esteem and my affec- 
tion for the gentleman from California. 

Mr. Lrescome. Thank you. 

Mr. Jones. I have one or two questions, however. How will this 
bill affect the Cor shea Control Act? 

Mr. Lirescoms. The Government Corporation Control Act is already 
based upon accounting procedures that are used in the field of busi- 
ness and industry. 

Mr. Jones. Is what? 

Mr. Liescoms. The Government Corporation Control Act already 
requires that those organizations operate on standard practices of ac- 
counting procedure. 

Mr. Jones. It would not be an amendment to that act ? 

Mr. Liescomp. No, sir. 

Mr. Jones. In the road program, there comes into existence a con- 
tractual obligation on the part of the Federal Government the moment 
the State commits itself to a contract for the construction of various 
types of roads. So, there is no way in advance for the Bureau of Pub- 
lic Roads to know how much of a commitment the State of California, 
or any other State, will make during any fiscal period. As you re- 

call, under the road bill, the State has 2 years in which to match funds 
made available to it. Sometimes there are many States that are be- 
hind in their commitments. 

If the State of California fails to make contract obligations within 
the fiscal period, would this in any way deny the State of California 
the opportunity at a subsequent date to make commitments as they 
now can do, and receive a portionment of Federal funds for highway 
construction ? 
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_ Mr. Lipscome. Not in my opinion. The bill makes certain exclu- 

sions and provides that other apropriations analogous to the exclu- 
sions would not be affected. The Highway Act is a good example of 
a contract authorization basis. It is a bill that Congress passed last 
year that sets up a contract authorization. It is in a trust fund. It is 
handled entirely separate from the budget at the present time. 
_ Mr. Jonxs. In other words, the road program and other participat- 
ing programs now carried out by the Federal Government requiring 
local participation on a contract basis will continue without any im- 
pact, asa result of this legislation ? 

Mr. Lirscoms. That is my opinion. 

Mr. Jones. That is all, Mr. Chairman. 

Mr. Fasceiu. I want to ask what the extent of the control by Con- 
gress is over those funds. 

Mr. Liescoms. I would say not enough. 

Mr. Fascetn. Would you say not any, to be factual ? 

Mr. Lirscoms. Congress has an appropriation power. Those things 
come before us each time, but we do not give enough attention to them. 
We always have an opportunity to rescind legislation, to modify, or 
amend. After we have passed grants and aid programs and all, we 
are inclined, in my opinion, to let them go without too much survey. 
As far as the Congress as a whole is concerned, that is true. Of course, 
the committee that has a substantial interest in the legislation does 
follow it. 

Mr. Fascetnt. What is the percentage of funds over which Congress 
actually has control ? 

Mr. Liescomps. I cannot tell you the percentage, Mr. Fascell. 

Mr. Fascern. What would happen to the carryover balances, if 
this recommendation became law, the present carryover balances? 

Mr. Lirscoms. If it took effect immediately, they could be canceled 
and reobligated or re-set up in a current program. It would be a me- 
chanical action that would have to be done. 

Mr. Fascetn. Would this be an administrative matter ¢ 

Mr. Liescoms. It would be an administrative matter in part. 

Mr. Fasceti. Would the Executive have to declare those balances 
reallocated and rebudgeted 4 

Mr. Lirscoms. They would not necessarily have to be rebudgeted, 
but the agencies would have to come up with the current expenses 
next year. The agencies would have to show what they expected to 
spend that year. 

Mr. Fascett. It is possible that all carryover balances would lapse? 

Mr. Liescoms. Not lapse, but appropriations would gradually be 
on a current basis. 

Mr. Fasceti. You mean they would be carried in the present ac- 
counts of the agencies ? 

Mr. Lirescoms. No, sir. They would come back and Congress, in 
the next year’s budget, would appropriate money for the next year. 

Mr. Fascetu. It is true, if the legislation were to take effect :mme- 
diately, you might have $70 billion in the Treasury ? 

Mr. Liescomn. No. If the President declared that we would, but 
he would only declare programs able to come under the program. 

Mr. Fascetn. You lost me on the second program. 


91064—57——-3 
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Mr. Lirscome. Well, it is anticipated under the legislation that it 
would be impractical for the measure to go into effect for all programs 
at one time. In other words, my purpose is to introduce or to put 
another cog into this budgetary procedure. 

Mr. Fascetx. I understand that clearly, but you are going to have 
the same problem 5 or 7 years from now if the legislation went into 
effect today. That is, What do you plan on doing for the present 
carryover balances ? 

Mr. Lirscoms. We would have the same type of problem until the 
whole system went into effect. The $70 billion we have unexpended 
now would be so much this year, and next year it would start to come 
down and gradually we would do away with all unobligated funds. It 
would have to come about in a period of transition. We cannot change 
this system overnight. 

Mr. Fascetzt. Right. On contract authorizations within the budget 
under the proposal, how would the balances be carried from an ac- 
counting standpoint? Under the proposal, instead of obligations 
authority, you are going to have a contract authorization with an 
annual accrued expenditure based on the authorization ? 

Mr. Lipscomn. That is right. 

Mr. Fascett. My question is: From an accounting standpoint, how 
is the contract carried on the books? 

Mr. Lirscomn. As a lability. 

Mr. Fascetx. As a contingent liability / 

Mr. Lirscomr. That is right. You see, Mr. Fascell, last year we 
passed legislation that is supposed to put all Government agencies and 
departments on an accrual basis. It would take into account liabili- 
ties, assets, inventories, and all of the rest of the things accounted 
in Government. Today, that is not the case. 

Mr. Fasceit. Now that we have a capital goods iny rentory and 
are about to finish our movable goods inventory, we might get down to 
what this bill contemplates. I want to be sure and clear in my own 
mind that from an accounting standpoint the authorization which 
allows the contractual liability would actually be carried on the books 
asa hability representing : a liability balance ? 

Mr. Lirpscomn. That is right. 

Mr. Fascet. This would be represented as a contractual li: tbility 
instead of a cash advance, so to speak, which is the present system ? 

Mr. Lrescomn. An obligation is not necessarily a cash advance. In 
our procedure, it would be carried on the hooks as a liability of the 
Government. The only difficulty is that we would appropriate just 
enough money each year to pay the expenditures that would acerue 
that year. 
instead of a cash advance, so to speak, whieh is the present system ? 
how that liability - is carried on the books of the agency 

Mr. Lirscomp. We appropriate the money. We grant the authori ity 
to obligate and make the appropriation at the same time. If we ap- 
propriate, let us say, $1 billion for an aircraft carrier 

Mr. Fascen. Wich will take 5 years to do— 

Mr. Lirscomn. We, as Members of Congress, appropriate the billion 
dollars to build the aircraft carrier. That appropriation then stays 
available for expenditure and obligation until the carrier is completed, 
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even though the project runs several or more years. That is where that 
$70 billion comes from. 

Mr. Fascerzi. This $1 billion that you have given as an example is 
carried on the books of the agency / 

Mr. Liescoms. That is right. 

Mr. Fasce.u. Is that a right to draw on the Treasury of the United 
States / 

Mr. Lirscomps. That is right. 

Mr. Fascein. It does not represent actual cash at their disposal / 

Mr. Liescoms. They can expend that cash as they go along. That is 
an obligation on the Treasury when we make the appropriation. That 
is an obligation on the Treasury of the United States. Because we 
have made this obligation, that does not necessarily mean we have the 

cash to pay for it. If they go ahead and make the expenditure, we 
have to issue more bonds or go into debt further. 

Mr. Fascens.. So that under the proposal, we would authorize this 
expenditure but we would actually appropriate the funds each year 
as proven and as needed ¢ 

Mr. Liescomn. That is right. 

Mr. Fascern. I have no further questions. 

Mr. McCormack. Does that mean the carrying out of a 5-year con- 
tract would depend upon what Congress appropriates each year / 

Mr. Lipscoms. Yes, sir. 

Mr. McCormack. What about the person making the contract and 
his security for the contract being carried out / 

Mr. Lirscoms. Mr. McCormack, as I see it, if the contract is a valid 
contract, if it is progressing and being performed in the right fashion, 
Congress in its wisdom will always go ahead with the program. 

Mr. McCormack. Generally I might agree with you but under this 
proposal, Congress could revoke the contract and they would have 
their right to get damages in court for breach of contract. 

Mr. Lrescome. Perhaps that is the case; yes. But at the present 
time there are contracts made and performance made on the contracts, 
and Congress never gets a chance to look at the contracts again. They 
have the chance, but this is a big problem. Therefore, the perform- 
ance, as far as Congress is concerned, or a change in Government plans, 
sometimes does not have the scrutiny of Congress. Therefore, we go 
ahead with contracts that are not necessary, or perhaps obsolete, be- 
cause the agencies have the money and the power to do so. Congress, 
at the time of the appropriations, loses its hold upon that purse string 
at that moment. 

Mr. McCormack. Do you want to have that broad statement on the 
record that Congress loses control 4 

Mr. Lirescomp. At times. 

Mr. McCormack. At the time a contract is made going for a period 
of vears? 

Mr. Lirscoms. Except for the fact that we have committees of 
Congress and acer tions committees working on these things all 
the time. The Government is so big and the time is so limited that 
they cannot get into that. 

Mr. McCormack. I thoroughly understand everything you are say- 
ing, from my own experience, but I want to know if you want that 
broad statement on the record. 
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Mr. Lipscoms. I may say, Mr. McCormack, that I feel we need more 
control on Government spending. Whether Congress loses complete 
control, I cannot say that. 

Mr. McCormack. What effect might it have on the making of a 
contract over a period of years, the contractee entering into that? 
Have you given consideration to that? 

Mr. Lirscoms. In my analysis of the problem I have not felt that 
there would be any trouble in that regard. 

Mr. McCormack. You are approaching a corporation with a $5 
billion contract, or let us say $1 billion—make it a reasonable figure— 
$200 million, since that is the General Motors’ figure—— 

Mr. Brown. They do not make them that small any more. 

Mr. McCormack. It covers a 5-year period or a 3-year period. What 
would be your feeling of responsibility to your company and the stock- 
holders if this bill became law and you knew—and the stockholders 
knew—that the Congress might break the contract the next year even 
if the executive branch of Government does not want to break it? 

Mr. Lipscoms. Mr. McCormack, I think that in any just and valid 
program of the Government, anybody doing business with the Gov- 
ernment need have no fear at all. 

Mr. McCormack. I know they can go and get liquidated damages 
for breach of contract, but contracts made for 3 or 5 years with Con- 
gress failing to appropriate the money, there is a breach of contract, 
is it not, generally speaking ? 

Mr. Liescomn. Yes. 

Mr. McCormack. Suppose the executive branch wants the contract 
to continue and Congress feels that it should not and just fails to 
appropriate the money for many reasons. Suppose an intense economy 
wave were on? 

Mr. Lirscoms. I think that in its wisdom Congress would be right 
in that case. 

Mr. McCormack. You think what? 

Mr. Lirescoms. Congress would be right in canceling the contract 
if the program was not valid. 

Mr. McCormack. I did not say the program was not valid. <As- 
sume that there is a conflict of opinion between the executive branch 
and the Congress. 

Mr. Liescomp. Mr. McCormack, I believe in the strength of Con- 
gress in exercising its legislative powers. 
~ Mr. McCormack. You have no greater respect for it than I have. 
I was asking a question. We are coming to a question of far more 
than Congress and executive. That is, the effect upon the individual 
and corporations making contracts with the Government. 

Mr. Liescomr. I do not think that that would be a problem. To- 
day, when we make a contract we make it with cancellation clauses 
in it. Today maybe we cancel contracts at the convenience of the 
Government. 

Mr. McCormack. That is true. 

Mr. Lirscoms. All these things exist as they are now. 

Mr. McCormack. That is different than the question I asked. You 
recognize that, do you not ? 

Mr. Lirscoms. You say that there may be a dispute between the 
executive and the legislative branch, whether the program should 
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proceed or not? I still think Congress has that power and privilege. 
I do not think it affects us in any way. I do not think that people 
making contracts with the Government would have any concern about 
that. Maybe I am simplifying the problem, but I just do not believe 
it would affect people. 

Mr. McCormack. I think you are simplifying your hype. 

Mr. Lirscoms. An optimist. 

Mr. McCormack. How much additional help would the passage 
of this bill require in the executive branch? Do you have any idea 
of that? 

Mr. Lirscoms. No, sir; I do not see why it has to build up any large 
organization to do the job. 

Mr. McCormack. I was just inquiring. Do not try to ascertain my 
state of mind. 

Mr. Liescoms. At the present time, as we mentioned, the accrued 
basis and cost-based budgets are being put into effect by the agencies, 
integrated, and woven into the system. At the present time, the 
Bureau of the Budget is requiring materials from the agencies that 
would be useful in this. That is, such as they require in the way of 
future costs, present costs of the program, and I think that they should 
be a to do this within the framework of their present organiza- 
tion. I do not believe it is necessary to have such legislation passed 
by the legislative branch to request more help. They can do the job, 
I think, with the help that they have. 

Mr. McCormack. Certainly Congress would need a lot more help. 

Mr. Lirscoms. I think additional help to Congress for evaluating 
and working on the budget would be very helpful. 

Mr. McCormack. I would even say the present budget. I would 
agree with you. Would we not have to sort of create a Bureau of the 
Budget of our own in connection with this / 

Mr. Lirscomn. That has been suggested. 

Mr. McCormack. I mean a special Bureau of the Budget for Con- 
gress. I know about the suggestion that the Bureau of the Budget 
be an arm of Congress, like the General Accounting Office. My ques- 
tion is separate from that. 

Mr. Liescoms. I do not like to bring in other legislation at this 
time but I certainly have in mind—which may not be popular with 
some—a joint committee on the budget, or another arm of Congress 
to evaluate itself continuously and keep an eye on the expenditures of 
the executive branch of the Government. Perhaps this fits into that 
picture. 

Mr. McCormack. Annual accrued expenditures shall accrue ex- 
penditures for goods and services received in the fiscal year and so 
forth. Would that include depreciation of equipment? Would you go 
into all of those things, the conduct of business, depreciation charges 
and the overhead breakdown? That certainly would be an accrual ex- 
penditure, would it not? That would certainly include consideration 
of depreciation, would it not? 

Mr. Lirscoms. There are some cases where agencies of Government 
already include depreciation. As far as administrative procedure is 
concerned, I am thinking primarily in terms of expenditures and actual 
costs on the present system that we are working on. 

Mr. McCormack. No further questions. 
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Mrs. Harpen. I know that Congressman Lipscomb has devoted a 
vreat deal of time and study to this important problem. I commend 
him for his efforts to create more efficiency and economy in our budget- 
tary system. 

Chairman Dawson. Mr. Fascell ? 

Mr. Fascett. Why is it that we do not have sufficient control over 
expenditures by the executive branch of the Government now ¢ 

Mr. Liescoms. Mr. Fascell, I think that the very magnitude of our 
Government, and the $71.8 billion budget, makes it almost impossible 
to give adequate control. I am inclined to be very critical of this be- 
cause I have a deep interest in it, but I just think more time and effort 
will have to be put into evaluating the programs and the way that 
the agencies work. Many of them are operating fine, but when the 
Congress can come along on the budget and through their committee 
activities in just a short period of time, find areas that they can cut, 
something is wrong. I feel that when a budget comes to the Congress, 
if it is a tight budget and there is no water in it, Congress would be 
unable to find places to cut. 

Mr. Fascetui. I understand that, but the point I am getting at is 
this: I am sympathetic with the idea of Congress exercising control 
over the rate of expenditure. I think it is a fine idea. If there are 
weaknesses in the executive system of control of rate of expenditure 
and it goes on for a period of time, I think it becomes the obligation 
of Congress to take another look at the problem. I do not see any- 
thing wrong with that basically. 

Mr. Lirscoms. That is exactly what we are doing. In the past, 
there have not been adequate records that the executive branch, in my 
opinion, could evaluate. Hence, this committee saw fit to pass the 
cost accounting and accrued accounting bill. That brings more facts 
and figures into the budget picture that the Bureau and the executive 
branch can evaluate. Our budget could come up here in a more effec 
tive way that we can evaluate. The executive branch has not had 
enough information and figures to evaluate effectively and control 
progress and performance. 

Mr. Fasceti. Let me carry out a couple of things here real quick. 

Congress now has postaudit possibilities? 

Mr. Liescoms. That is right. 

Mr. Fascetz. It has preaudit posibilities through this? We have 
preaudit possibilities through a review of the budget by the Appro- 
priations Committees in the House and the Senate? 

Mr. Lirscoms. That is right. 

Mr. Fascett. Why is it not possible to exercise greater control on 
the rate of expenditures, if that is what we are primarily after, through 
greater preaudit procedures, budget evaluation, budget breakdown, 
and budget detail ? 

Mr. Liescoms. That would be helpful. 

Mr. Fascenn. We are not getting that now, is that the point? 

Mr. Lirscoms. Perhaps the a nt Committee feels the 
justifications the agencies are now giving is all of the informa- 
tion that is available at the present time. 

Mr. Fasceii. Which does not seem to be sufficient ? 

Mr. Lirscoms. That is right. Then you left out one. We have 
the Comptroller General, who is an arm of Congress, who is making 
investigations. | 
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Mr. Fascext. Is that mostly postaudit ? 

Mr. Lirscoms. A great deal of it is postaudit. They also work on 
accounting systems and the agencies have the right to ask for a joint 
accounting program to improve the system. 

Mr. Fasce.n. It would be possible to take the GAO and expand a 
section for its function of preaudit comparable to what a budget 
comptroller would do, for the Congress, that is? 

Mr. Lirscoms. GAO submits their findings and related informa- 
tion to the committees of Congress. It helps in the appropriation of 
funds and evaluation of the budget. 

Mr. Fasceti. Let me ask you this: If we do all of these things, or 
if we do what we are now doing, what in the world would it mean un- 
less you relate expenditures to total authorization, to money outside 
the budget, to other accounts, all in one picture? What would that 
mean if. you related that to the cash picture of the United States? 
What difference would it make as far as getting the public to under- 
stand what our actual fiscal position at any given moment is? 

Mr. Lirscoms. I think that would be the ultimate result of these 
legislation and budgetary changes. That is the purpose of the legisla- 
tion before this committee. 

Mr. Fascett. Why can we not do those things now ? 

Mr. Liescoms. We do not have adequate information or adequate 
systems to do so. 

Mr. Fascetn. With relation to capital improvements and opera- 
tions, how is the President’s budget set up‘ Is it all divided, 
integrated ¢ 

Mr. Lirscoms. Ky capital improvements you mean bricks and 
mortar ¢ 

Mr. Fascet.. Bricks and mortar or other things. 

Mr. Lirscoms. We have no place in Government that we inventory 
our capital improvements. 

Mr. Fascetn. As far as the internal accounting system is concerned, 
that is what I was after. 

Mr. Lrescomr. As far as I know, there is no place in Government 
today—imaybe no one has ever seen a need for it—where we can set 
down all of our assets, buildings, brick, and mortar and show all of 
our liabilities in relation to that. 

Mr. F ascent. The Senate has done a study on that, you know, a 
complete inventory. What I was getting at is this: You think it 
would be helpful in the presentation of the budget if we separated 
operations from capital improvements ? 

Mr. Lipscoms. It may. I have never been a complete advocate of 
the capital budget. 

Mr. Fascetn. I just wanted to get your views on it. That is all I 
have. 

Chairman Dawson. Mr. Michel / 

Mr. Micrer. No questions. 

Mr. McCormack. Let me ask this: Is it not now possible for the 
Sudget Bureau to have an annual accrued expenditure budget and 
rescind unneeded balances under present law ? 

Mr. Lipscoms. Yes. 

Mr. McCormack. Would Congress have the time to do this, in your 
opinion ¢ 
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Mr. Lirpscoms. With adequate staff and help. 

Mr. McCormack. The Bureau of the Budget has, I think, close to 
500 people—460 or 470. That is, all types. 

Mr. Liescome. It is 435 now and they are asking for 470. At the 
present time we are relating this, Mr. McCormack, to the law Congress 
passed. In section 1311, reports are supposed to come to Congress to 
show unobligated, unexpended funds and other factors. Congress has 
looked at this program and has made efforts to solve it under the 
requirements of 1311 in that a survey be made by the Comptroller 
General. 

Mr. Micuent. They have the power to analyze now. However, I 
will not ask you the question. 

Mr. Lrescoms. Thank you. 

Chairman Dawson. There are several Members of Congress who 
have introduced bills on this subject matter presently under consid- 
eration. You have heard Mr. Lipscomb testify. Does anyone wish 
to ask Mr. Lipscomb any questions? 

Mr. Henperson. Mr. ‘Lipscomb, have you had a chance to review the 
report of the Appropriations Committee, over the weekend, on accrued 
expenditures ? 

Mr. Liescoms. Yes; I have. 

Mr. Henperson. Do you have any comment on that ? 

Mr. Lirescoms. No, sir. That is their study and their report, Mr. 
Henderson. That is their opinion. 

Mr. Henperson. Thank you, Mr. Chairman. 

Mr. Potanp. I was wondering, Mr. Lipscomb, on this question Mr. 
McCormack raised as to liquidated damages, if a corporation such as 
General Motors would not protect itself by i including a provision for 
liquidated damages for nonperformance of the contract due to failure 
to secure annual appropriations and by such a device defeat the end 
of your proposal- 

Mr. Liescomr. I suppose, Mr. Poland, that that is possible, but I 
do not antici nate it. 

Mr. Poranpn. If a liquidated damage clause were included in the 
contract, would that have to be met in the appropriations process or 
would it not ? 

Mr. Lirescomr. Yes. 

Mr. Potanp. If it was met in the appropriations process, vou would 
not be having the accrued expenditure effect, would you ? 

Mr. Lirscomp. Oh, yes. The Congress would still have to make it 
in the year that it is necessary to make that appropriation. We do 
that today. 

Mr. Potanp. Make the appropriation for the expected cost of goods 
and services received. 

Mr. McCormack. There would be no discretion on the part of Con- 
gress in that case. 

Mr. Potann. It would eliminate it. 

Mr. Liescomp. I see what you mean. We have that problem existing 
today. We include such things in our contracts. There are lots of 
different types of cancellation clauses and other things in contracts 
today. 

Mr. Potanp. That is all I have, Mr. Chairman. 

Chairman Dawson. Thank you very much, Mr. Lipscomb. We 
will ask you to sit with the committee, if you can, as long as you can, 
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and give us the benefit of your knowledge of accounting in questioning 
some of the witnesses. 

Mr. Lirscoms. Again, Mr. Chairman, I appreciate the time that 
the committee is putting into this problem. 

Chairman Dawson. Thank you. 

Congressman Rogers. 

Last session we had a bill by Congressman Rogers. Part of it was 
enacted into law. He is back with us again. 


STATEMENT OF HON. PAUL G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Roeers. Thank you very much, Mr. Chairman and members 
of the committee. I, too, appreciate the opportunity to appear and 
lL certainly want to join Mr. Lipscomb in commending the committee 
for its very thorough interest in this entire problem, and the very fine 
job you did, particularly in the last Congress, and in the legislation 
that resulted from your work in going into this problem, which cer- 
tainly is needed. 

This has been brought to our attention in the Congress by a Commis- 
sion that, of course, was formed by this Congress. This whole prob- 
lem has been brought about because of the Congress. The very ap- 
proach to this problem i is a result of the Commission formed be this 
Congress of outstanding men—in fact, I think some of the committee 
members served on that Commission; also, they made one of the most 
thorough studies into the functioning of our Government that has ever 
been made. 

We find now that the heads of departments concerned with the fiscal 
management of our Government, such as the Treasury, the Director 
of the Budget, the Comptroller of the Currency, are all very much 
concerned with this legislation, and I am sure will present their views 
and, according to past statements, have been in favor of the legisla- 
tion which I have introduced, and which others have introduced here 
today. 

My legislation, of course, is H. R. 2494. Also, I think it is interest- 
ing to note that the President of the United States felt that it was of 
such concern that he mentioned it twice in messages already this year— 
first in the state of the Union message, and sec ondly i in his budget mes: 

sage. 

The point I want to make is that this has come about because of con- 
eressional action and the work that this committee has done before has 
pointed up the very problem which we face today. 

As a matter of fact, I think it would be proper to point out that 
even now, in the other body, there is legislation almost identical to 
this: in fact, it is identical, and has been sponsored by 50 members of 
the other body, so that they, too, are considering it at the same time 
this committee is considering this legislation. 

Chairman Dawson. If the rules of the House permitted other Con- 
gressmen to join in, how many Congressmen do you think would have 
joined with you in the bill? 

Mr. Rocers. I think we would have had a great number, Mr. Chair- 
man, because I think everyone is concerned w vith our budget problems 
today, and particularly with this tremendous budget that has been 
presented to the Congress. 
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Tt has Aes * the problem that Congress needs to do something 
about th I think Congress has approved in principle what we 
want to do by the very legisl: ation which this committee reported out 
last year, and which the C ongress approved, because in the Kennedy- 
Rogers Act, Public Law 863, we have said that it is a good thing for 
each d lepartment of the Government to go on cost accounting; it is a 
good thing for each department of the Government to have the annual 
accrued-expenditures method. 

Now, the logical step, then, if we are to benefit from the very legisla- 
tion we passed last year, by having these departments adopt the sys- 
tems, is to then tie it all together and put the entire Federal budget on 
an annual, accrued-expenditures basis. 

Chairman Dawson. You had a bill presented last year; did you not ? 

Mr. Rogers. Yes, sir. 

Chairman Dawson. That bill included the provisions mainly of 
this bill? 

Mr. Rogers. Yes. sir: it did. 

Chairman Dawson. They were dropped by the Congress last time. 

Mr. Rocers. Yes, sir; it was. It was done, I think, mainly, as you 
know and as I know, because of some opposition from the Appropria- 
tions Committee, and that is why we are bringing it back this year. 
because the step is now the logical step to take, since we have passed 
the background for all of these departments to put in the acerual basis 
themselves. This bill, H. R. 2924, of course, states a declaration of 
policy y. IL will just bri ie fly cover that, if I may. 

The definiti on of the annual accrued-expenditures basis is included 
with the exceptions; the discretion given the President as to the time 
and the manner that these systems would be put into effect, and then, 
any excess of any appropriation over the accrued expenditures actually 
made would then lapse. 

I would like to offer for the committee’s consideration an amend- 
ment which T think would be helpful, since the committee, in its letter, 
brought a point out that I think we did not consider last time, and 
that was that if the Appropriations Committee were to grant contract 
authority, it is possible that it might be subject to a point of order, 
and I think that is a very valid objection, and I would like to present 
this amendment to H. R. 2494 which would take care of that. I belt 

I would appreciate the committee considering it in its deliberations. 

(The amendment referred to follows:) 

On page 3, immediately after line 21, insert: 

“Sec. 2. (a) Whenever an appropriation bill or an amendment thereto provides 
for an appropriation in terms of annual accrued expenditures, or specifies that an 
appropriation therein is based upon annual accrued expenditures, it shall be in 
order to provide in such appropriation bill, or in such amendment, the authority 
to enter into contracts for the purposes of such appropriation in an amount in 
addition to the amount of such appropriation; however, where the law authoriz- 
ing such appropriation specifies a maximum amount which may be appropriated, 
such contract authorization, together with accrued expenditures under the appro- 
priation provided for in such bill or amendment, together with any other appro- 
priation theretofore made for such purpose, shall not exceed the total amount 
previously authorized by law to be appropriated for such purpose. 

“(b) The provisions of subsection (a) of this section are enacted by the Con- 
gress— 

(1) as an exercise of the rule-making power of the Senate and the House 


of Representatives, respectively, and as such they shall he considered as part 
of the rules of each House, respectively, or of that House to which they 
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specifically apply ; and such rules shall supersede other rules only to the ex- 
tent that they are inconsistent therewith; and 

“(2) with full recognition of the constitutional right of either House to 
change such rules (so far as relating to the procedure in such House) at any 
time, in the same manner and to the same extent as in the case of any other 
rule of such House.” 

Mr. Rocrers. The main purpose of this legislation, Mr. Chairman 
and members of the committee, is to improve management, to give 
more facts, to give stricter control to Congress, and actually brmg 
about more businesslike procedures in the running of our ( rovernment, 
and what I think should be important to the Appropriations Commit- 
tee and the Congress is that this bill will actually greatly shift the 
burden from the Appropriations Committee and the C ongress to dig 
out facts, to have to ask all the questions, to find out what is going on, 
how the tax dolla ar is being spent. 

It will shift that burden, to a great extent, from the congressional 
committee—our Appropriations Committee—over to the departments 
of the Government, to make them reveal to the Congress how they are 
spending our money, what the tax dollar is going for, what perform- 
ance we are getting. 

In other words, it will not be as much of a burden to our Appropri- 
ations Committees to have to ask questions on every program, to be 
able to find out. It will be presented to them under this legislation. 
It will give us a quick survey of each Federal Department, exactly 
what it is doing every year with our money. 

Now, what do we do? We do this: the Department comes to the 
Congress. It presents its program—say, to buy a ship, or a number 
of warships. The Congress and the committee, after going into it, 
questioning them, approves the program, but right now, under the 
prese ont system, not only do we approve { the program, but we appro 
priate every bit of the money they estimate now Just an estimate 
that they are going to need for the next 5 years to build those ships, 
and not only do we give them all the contract authority right now 
and I do not know why people get so afraid of contract authority : 
they are using it right now, when we give them an appropriation in 
the first of the year. 

They do not spend all the money right then. They go out and let 
them make contracts. Not only do we give them the contract author- 
ity, but now Congress gives them every bit of the money they estimate 
they are going to need to pay the contracts. 

Then what check do we have? Well, next year they will come back 
and say, “Now, you gave us ** 7 million to build this small warship.’ 
It would be very small today, I am sure. Suppose they have spent 

$500,000. They will come back. They will advise the Congress that 
they have spent so much. 

In other words, they will tell us they have not gone over the $200 
million. Each year they will do that until the program is complete. 
They do not give us any performance reports really, unless we start 
asking questions, and there the burden again comes to the Congress 
and the Appropriations Conmittee. 

We have to ask, “What results are you getting?” and generally, 
unless they are spending more, we may not have any questions asked, 
because we asstume the program is going along all right. 
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There is no responsibility on the departments of Government now 
to reveal yearly any of those facts to the Congress, as to why they did 
not spend what they thought they would the first year, what happened 
to the program, if anything did, or if it is going along smoothly. 

They said, “We planned ‘to spend only so much in one year, and we 
have done it.” We do not have too much check right now unless the 
committee members know enough about a certain program to start 
asking questions, and it is possible that they may not ask the proper 
questions to get at the heart of the problem, if there is a problem there, 
and there may not be, but the point I want to make is that the burden 
| is now on the Congress to find out those things, rather than making it 
| the Department’s responsibility to reveal such facts. 

I think our Appropriations Committees do a wonderful, an out- 
standing job in trying to keep track of this tremendous program that 
we are dealing with, ‘and this year, the greatest ever presented in the 
peacetime history of the world—not just the United States, but the 
world, and what we ought to do is adopt this method to aid and to 
make easier the job of the Appropriations Committee and the 
Congress. 

Here is what we propose to do. It is very simple: The Department 
would still come to the Congress; the Congress would approve the 
program, just as we do now, if it is a good one. They will say, “Yes, 
we are either for it or we disapprove it.” If we approve it, we say, 
“All right, we approve your program. Now we will give you so much 
money to spend in the first year. How much are you actually going 
to spend in the first year?” and the Department makes its justifica- 
tion and show it. 

The departments say: “We are only going to spend so much.” We 
ask: “How much contract authority do you need? What 
need to get going to make this a proper program ?” 

Tn some instances they may have to contract for a full item. Maybe 
they might not on all, but in any event, they can get the contract 
authority, and the amount to be spent in 1 year 

Now, at the end of 1 year they must come back to the Congress 
with their facts and figures, with cost bases, with their experience of 
performance, and show us what they have done with that money at 
the end of the year. The burden is on the Department to tell us. 

They say: “All right. We have done this. Here is our ship pro- 
gram. You gave us so much money. We have spent what you al- 
lowed us to this year.” They may say, “We have spent it all, because 
our plans came out as we had anticipated. We found that our cost 
basis is so much,” or maybe the cost has gone up, or it may have 
gone down. 

We may not want to appropriate as much money next year because 
costs have gone down. Or if costs have gone up, then the Congress 

can decide at that point whether they want to continue with this } pro- 
gram, or perhaps go into some other field that would accomplish the 
same results. 

In other words, it will give us a year-to-year check. It will give us 
additional facts. It will be an aid—it will put the burden on the De- 
partment to give us this information. 


Chairman Dawson. How would your amendment affect the legis- 
lation ? 


do you 
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Mr. Rogers. The amendment, Mr. Chairman, would be simply to 
allow the Appropriations Committee the authority to grant contract 
authority. It may be easier just to actually give you the wordage to 
explain it very quickly, because it is very short. 

It proposes that the Appropriations Committee would have the 
authority to grant contract authority— 


whenever an appropriation bill or an amendment thereto provides for an appro- 
priation in terms of annual accrued expenditures— 


which is what we want to do— 


or specifies that an appropriation therein is based upon annual accrued ex- 
penditures, it shall be in order to provide in such appropriation bill, or in such 
amendment, the authority to enter into contracts for the purposes of such ap- 
priation in an amount in addition to the amount of such appropriation— 

In other words, if you have a year amount, you can still go ahead and 
give your contract { authority for whatever the Appropriations Com- 
mittee actually deems necessary to carry out that project, that it has 
improved— 

however, where the law authorizing such appropriation specifies a maximum 
amount which may be appropriated, such contract authorization, together with 
accrued expenditures under the appropriation provided for in such bill or amend- 
ment, together with any other appropriation theretofore made for such purpose, 
shall not exceed the total amount previously authorized by law to be appropriated 
for such purpose. 

In other words, that clause was put in to take care of a situation 
where the authorization bill may put a limit on the amount of appro- 
priations Ww hich, of course, the Appropriations Committee cannot go 
over. That is just a limitation. 

That would simply give the committee the right to give contract 
authority so it would not be subject to a point of order in the bill. 

I just have a few more remarks to make, Mr. Chairman, on this. 

Mr. McCormack. What effect might this have on the standing com- 
mittees / 

Mr. Rogers. I think, because of this second clause that I read, Mr. 
McCormack, they would be fully protected. That is what we wanted 
to do, so there would be no question about their being fully protected 
in the standing committees. 

Mr. Fasceii. I had the same question. The limitation, however, is 
when it exceeds the amount of the authority. 

The question I have is, suppose there is no authorization? Then 
the way I interpret the legislation, the Appropriations Committee 
has the right to authorize. 

Mr. Rogers. What do they donow? The same thing. 

Mr. Fasceri. I want to be sure we agree on what it does. 

Mr. Rogers. The Appropriations Committee can do that now. If 
there is no limitation, they can come forth with a certain appropria- 
tion, whatever they want to recommend to the House. If there is 
authorizing legislation which puts a limit, then we are just protect- 
ing that authorization of your standing committees. 

Mr. Fascert. What I meant was, suppose there is no authorization 
of any kind. Do the other statutes take care of that? 

Mr. Rocrrs. You have got to have your authorization legislation 
for the 3 to agoeo Committee to act. What we are trying to 
accomplish here, really, is placing the burden on our Federal depart- 
ments to bring ps ae better knowledge for the ¢ Congress, better control, 
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better management—in effect, a more businesslike operation, to make 
sure we are getting a dollar’s worth of goods for the dollar we spend. 

Mr. Henderson asked a question about objections, and there have 
been objections. Iam very aware of them. Certainly we all are from 
the legislation we took up last year. 

On contract authority, they say it is easier to get Congress to spend 
with contract authority than it is with obligation authority. Of 
course, I think that is debatable, but I do not think that is re: lly a valid 
argument, for this reason: Any program that is to come before the 
Congress must have the approval of the Appropriations Committee— 
any spending program. 

Now, if the Congress is going to approve a program, no matter 
whether we do it by ¢ contract—and m: ny programs right now are car- 
ried out on a contract basis; our civil works program we appropriate 
on a year-to-year basis—the Appropriations Committee is going to 
vive the approval or its objection first. 

It is going to bring out total cost of the program; it ean forcibly 
bring it to the members’ attention, or if this committee wanted to state 
that it should be done in the legislation, that conld be stated. 

I do not think that is a valid objection, particularly when you con- 
sider what we do now. We not only give them the contract authority 
but we give them every bit of the money they estimate they are going to 
need, right at the first year—contract authority plus all of the money 
is the present procedure. 

Under the proposed plan, the contract authority is given, but only 
enough money for the 1 year. Then the department has got to come 
back to the C ongress, and show us how they have spent that money. 
what results they have obtained, how much more contract authority 
they need, and what they can adequately and properly spend the next 
year. 

As Mr. Lipscomb brought out, that is going to be very helpful in 
this backlog of funds where we have a tendency—I do not say we have 
lost control; I do not think Congress really loses control, but to a great 
extent we have lost supervision and control on the great backlog of 
funds—it is something like $74 billion now, I believe. 

Since we will put the budget on an annual accrued basis where we 
will only appropriate for the amount to be spent in that year, we will 
do away with these tremendous backlogs. There will be no need for 
them anaine we will appropriate for what we spend. 

Now, Congress has no contro] over the rate of expenditures. If 
the President desires, with his backlog of authority already given the 
a ee he could spend $74 billion in addition to his present 

budget. What could we do about it? Nothing—after we have ap- 
propriated the money. 

Chairman Dawson. He would have to spend it for the purposes 
the money was appropriated. 

Mr. Rocers. That is true, sir. Still, we do not control the rate of 
expenditure. 

Mr. Fasceri. Except for a little word, Mr. Chairman, called re- 
programing. 

Mr. Rocers. Thatisright. TI wanted to make that point. It would 
have an effect there very definitely. 
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I would like to give an example, because the second criticism of 
this legislation is saying, first of all the contract authority is granted ; 
we are very afraid of that. Now, we not only give contract authority, 
but we give all the money. Then, the second objection to this that 
I have heard, and having read the report that Mr. Henderson men- 
tioned, the second result that they object to is they ask, “What sav- 
ings will it make? We have not been shown how it will save us a 
dollar.” 

I would like to give an example of how I believe savings can be 
effected by putting this system into effect. You will recall, I am sure, 
the very celebrated case of the airplanes which the Navy developed 
some years ago. They went into a program to build these jet planes. 
They had a contract with one company to build the body of the 
plane ; they had a contract with the other company to build the en- 
gine. When they put the body and engine together, it did not work. 
There was not enough thrust in the engine to take that plane off the 
ground. 

Instead of advising the Congress at that time, instead of giving us a 
performance report, as would be required under this law, instead of 
revealing the facts to the Congress, there was no burden on them to 
do that, and unfortunately no one asked the right question. 

What happened? They produced 60 airplanes that could not fly, 
costing this Government almost $300 million. 

Now. if we had had this system in effect, at the end of the first year 
they would have had to come back. First of all they would not have 
gotten all the money in the first place, but they would have had to 
come back at the end of the year and say, “Here is what happened. 
We have spent so much money. We have produced one plane and 
we cannot get it to fly.” 

Now, the Congress, at that time, could have made the decision, 
“Shall we continue this program or shall we hold it up until that first 
plane is corrected, where we know it can fly,” and it would result in a 
tremendous saving. That is just one example. I am sure we could go 
on and find many more. 

On these inventories that will be required, we will know how to 
spend money. We will know what we may have on hand. That is an 
integral Di irt of the system. We have laid the foundation for it. Like 
the hamburgers that this committee is familiar with, the anchors for 
the Navy that I think they estimated would last until the year 2006, 
these things will be brought to the attention of the Congress. We will 
know how to act intelligently. 

What is the advantage of giving approval to the entire program that 
may last 5 years, and giving all of the money? Why do we not want 
the additional information? Why would not every committee of Con- 
gress want as much information as they could get, and I think prob- 
ably it will cut down the work for us, and in some degree, until we get 
it going, it may not. We may need additional staff members to find 
out some of these programs and the way they are operating when we 
get these first facts. 

I think when we get it moving, it will be a great aid and will not 
place so much of a burden on the Appropriations Committees, or on 
the Congress itself. 
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Actually, what we want to try and do is to bring about business 
practice, place the burden on the departments of Government, be an 
aid to the Congress, the Appropriations Committees, and bring about 
a more efficient operation of this Government. 

Thank you, Mr. Chairman. 

Chairman Dawson. Mr. McCormack ? 

Mr. McCormack. Just for the record, the Hoover Commission did 
not unanimously make this recommendation ? 

Mr. Rogers. This was the task force on budgeting and accounting, 
sir. 

Mr. McCormack. I want to congratulate my friend and colleague 
from Florida in not only his presentation—and this is not approval 
or disapproval, understand—but for the manner in which he has de- 
voted himself to this type of legislation. The people of his district are 
indeed justified in feeling proud of him. 

Mr. Rocers. Thank you, sir. 

Chairman Dawson. Mr. Michel? 

Mr. Micuen. No questions, sir. 

Chairman Dawson. Mr. Fascell ? 

Mr. Fasceti. Mr. Chairman, we have made several references to 
this report. I would like to identify it in the record. We have been 
talking about the “Administration Plan to Improve Congressional 
Control of the Budget, report by the Committee on Appropriations, 
81st Congress, first session, House Report No. 216,” which we ought to 
incorporate by reference, if in no other way. 

Chairman Dawson. It will be incorporated into the record. 

Mr. Fascetn. May I ask a question of my distinguished colleague 
from Florida while I have the chance ? 

Chairman Dawson. All right, sir. 

Mr. Fasceit. Where you have a contract authorization in a hypo- 
thetical case for $200 million and you have annual appropriations 
based on accrued expenditures, say over a period of 5 years, and at 
the end of 5 years you find out that the total expenditures are $180 
million, what h: appens to the other $20 million ? 

Mr. Rogers. That lapse comes back into the Congress. 

Mr. Fascexx. Providing it has not been spent ? 

Mr. Rocers. Certainly. What you do, you see, under this plan is to 
give authority, only for 1 year, for spending. 

Mr. Fascety. All right, sir. 

Mr. Rogers. You could not build up any great sums, I do not be- 
lieve, of unexpended amounts because you are going to spend just for 
a year, and what is left over will count onto that next year. 

Mr. Fascerxt. What I am trying to get at is, What more contro] 
will Congress have over the last year’s expenditures in the agency 
using up that $20 million than we now have ? 

Mr. Rogers. I think you will have a great deal: First of all, you 
will have had strict control for 4 years. You will have determined the 

rate of expenditure there for those 4 years, seen the amount of expendi- 
tures that the department has made, based on its cost estimates. 

Mr. Fascetz. I understand that, but when you get into the last year’s 
approva al—that is, ——- the appropriation request—and you have 





5 increments and the last increment should really leave you $20 million, 
how do you know it should leave $20 million if the request for the ap- 
propriation takes up all of the authorization ? 
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Mr. Rogers. Well, if your request for your authorization is justified, 
you may use it all, if it isa program, but if it is not, then it would show 
up in your justification your last year. 

Under the present setup, what we would do is give them all the 
money in the first year, and we do not have any check until the pro- 
gram is over, really, unless the committee starts asking questions or 
unless they go over the appropriation. 

This way we have a yearly check of what is happening every 4 years, 
what is their cost, what is happening to the program, are you getting 
what we are spending our money for, and what is happening. In 
other words, we have got a strict control by Congress, and it is informa- 
tion that the dep: urtment is required to furnish. 

Mr. Fasceiu. I understand that. I see the ayer rences, but justifica- 
tion in this hypothetical case for the last year’s appropriation could 
very well include all of the moneys that have ives previously author- 
ized. It would seem to me that there would be no way of determining 
whether or not you had actual goods and services received for all of 
that money, or would be received in the last year, because mind you, it 
then runs out. The only thing you would have after that last year 
would be a postaudit function ‘by somebody. 

Mr. Rogers. But you have been paying each year for the goods and 
services received that year. 

Mr. Fascety. I understand. In other words, what I am getting at, 
you save it all up until the last year and after the preaudit features by 
the Appropriations Committee have expired, you spend all your money 
and you are only subject to postaudit which only means good account- 
ing practices, not good spending practices. 

Mr. Rocers. I do not agree with you there. 

Chairman Dawson. The Government Operations Committee would 
function. 

Mr. Rogers. Iam sure of that, Mr. Chairman. 

What is going to be happening to your reports each year? I do not 
understand how you would get. by those reports. You mean you would 
just come into Congress and tell them, “W e asked for this money this 
year, but we have not done anything with it” 

Mr. Fascert. You could justify your annual appropriations for 4 
years, 

Mr. Rogers. You have to do it every year. 

Mr. Fascetn. Each year for 4 years, and you could justify your 
fifth-vear erpencaiire there, 

Mr. Rogers. I do not agree with you there. 

Mr. Fascent. Do you not think we should put all the witnesses 
under oath before the Appropriations Committee, especially the last 
year ¢ 

Mr. Rogers. That might not bea bad idea. Ido not think that could 
happen under this system because we would have a year-by-year check 
and we will know what we have received each year. 

If they have not received the goods that they estimated they were 
going to in the first year, then that is a danger signal to our Appropri- 
ations Committee right off, and it says, “Something i is wrong with the 
program.” That is why they go in there the first year 
great aid to them. 
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Chairman Dawson. Mr. Lipscomb ? 

Mr. Lirscoms. Mr. Chairman, I would like to compliment my col- 
league on his statement, and for his effective efforts that have been 
made in behalf of improving the budget and accounting of the Fed- 
eral Government. He is doing a fine job. 

Chairman Dawson. Mr. Henderson ? 

Mr. Henperson. No questions. 

Chairman Dawson. Mr. Carlson, do you have any questions? I 
overlooked you; you are sitting so far away. 

Mr. Cartson. No questions. 

Chairman Dawson. Is there any other Member of Congress present 
who would like to ask any questions of this witness ? 

Thank you very much. 

At this time we will hear from Congresswoman Church. As a for- 
mer member of this committee, any of ‘these seats are at your disposal. 

Mrs. Cuurcu. I wish I could occupy them all as a permanent 
member. 


STATEMENT OF HON. MARGUERITE STITT CHURCH, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF ILLINOIS 


Mrs. Cuurcu. Mr. Chairman, I prepared a statement this morning 
because it was my good fortune to be called upon to testify before an- 
other committee. I was not sure I could get here in time to speak 
my case. 

if I may present the statement, I would be happy to do so. 

I would like to say to my colleague, Mr. Rogers, that if I had not 
been sold on this proposition before I certainly would be now. 

I hope that the committee will find you equally irresistible in your 
argument. 

Chairman Dawson. I hope the Congress will find him so, Mrs. 
Church. 

Mrs. Cuurcn. I take one step at a time. If this august committee 
would take favorable action, I think we would be a long way on our 
road. 

Mr. Chairman, I greatly appreciate the opportunity of appearing 
before you in behalf of H.R. 3961, the bill which I introduced, and, in 
fact, of identical bills introduced to provide for improved methods of 
stating budget estimates and estimates for deficiency and supplemental 
appropriations. As a former member of this committee, I know well 
not only its efforts toward achieving efficiency and economy in Gov- 
ernment, but of its signal success in that direction. It is good to be 
back with you. 

The legislation under consideration—H. R. 3961—would provide for 
the stating of appropriation estimates on an annual accrued. expe ndi- 
tures basis, in accordance with the Hoover Commission’s Recom- 
mendation No. 7 in the Report of the Commission on Budgeting and 
Accounting. Such legislation is a key measure in achieving the revi- 
sion of our complicated financial structure so signally recommended 
by the Commission. 

This recommendation would place appropriations on an annual 
accrued- expenditure | basis. It is absolutely fundamental to the 
Hoover Commission's proposal and is considered by Mr. Hoover and 
many other members of the Commission as perhaps the most important 
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single recommendation of any of the 314 which the Commission made. 
Last year when the President signed the Budget and Accounting bill 
which we passed, he urgently expressed the hope that the Congress 
would this year pass legislation such as I have introduced. 

Mr. Chairman, many experienced and responsible Members of the 
House in their hearts agree with the accusation that “Congress has lost 
control of the purse strings.” May I say to the most distinguished 
majority leader, I would be happy to have that statement go on the 
record. 

Although in the 84th Congress, by passage of Public Law 863, pro- 
viding for improveme nts in the budgeting, ace ounting and allotment 
systems, we did take a wise step for ward, a basic revision of the appro- 
priation process is even more necessary. 

[ would point out that this legislation, previously introduced in the 
Senate by Senator Kennedy and others, is in line with the President’s 
recommendation for enactment of appropriate legislation to imple- 
ment the Hoover Commission’s recommendation on this matter and 
that it has the endorsement of the highest financial officers of the Gov - 
ernment, and is itself the product of long research and analysis by 
technicians of the General Accounting Office, of the Department of the 
Treasury, and of the Bureau of the Budget. 

The principle behind this proposal is a very simple one. There are 
many programs on which Congress votes an appropriation that can 
be used over a period of years. It does not, however, exercise any an- 
nual review. In some cases the money is obligated and then dis- 
obligated, and perhaps assigned to a completely different number of 
ae. 

Tnder the proposed legislation, however, the appropriation esti- 
mates would be determined on an annual appropriation basis “to the 
hiaximum extent deemed desirable and practicable by the President,” 
and “in such manner and at such times as may be determined by the 
President.” thus insuring flexibility to the President in the use of his 
authority. 

It would, however, result in the subsequent elimination of the tremen- 
dous “carryover” of balances from previous appropriations. It is 
estimated that $45 billion from past appropriations are available right 

now. 

Mr. Chairman, I tried to get a definite statement, and the difference 
of estimate ran from $45 billion to $75 billion. Those are available. 
I was afraid to include the amount without further checking. Per- 
haps my colleagues may give me a more definite figure which they 

‘an prove, but until I prove the figure I hesitate to put it in the state- 
ment. 

If you considered $45 billion now left over from past appropriations, 
this would represent four-sevenths of the total budget of this year. 

A further advantage would lie in the provision whereby both the 
Congress and the Government departments would have the necessary 
information for w “ financial planning and management. 

The question has been raised that if budget estimates are submitted 
on an accrued-expenditure basis, it would be necessary to grant con- 
tract authority; but that if contract authority it inc ‘luded in an appro- 
priation bill, it might be rendered subject to a point of order as viola- 
tive of the rules of the House. 
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I have given careful study to the amendment offered on March 21 
by Senator Kennedy to be added to S. 434. I think it is identical to the 
amendment offered by Mr. Rogers at this time. I would like to ask 
if Mr. Rogers included section 2 of the Kennedy amendment : 


The provisions of subsection (a) of this section are enacted by the Congress— 
did you include that in your amendment ? 

Mr. Rogers. Yes, I did, Mrs. Church. I wanted to point out I 
added one more paragraph. 

Mrs. Cuurcu. | realized that when you were testifying. 
be in agreement with it. 

It is my own thought that such an amendment, if added to H. R. 
3961 and similar bills being considered by you this morning, would 
adequately meet the objections mentioned above. I would, therefore, 
recommend inclusion by your committee of this amendment in H. R. 
3961 and identical bills. 

I would urge prompt and favorable action on this legislation, includ- 
ing the Kennedy amendment, in order to enable the Congress once more 
to obtain and hold control over Government spending. 

Mr. Chairman, I am not a certified public accountant, although I 
would like to be. I do not have the eloquence of Mr. Rogers. Whether 


I am walking into the lion’s den in relation to question, I do not know, 
but I will do my best. 


Chairman Dawson. Mr. McCormack? 
Mr. McCormack. No questions. 
Chairman Dawson. Mr. Fascell ? 

Mr. Fascetz. Mr. Chairman, 
question a brilliant woman. 

Mrs. Cuurcu. Mr. Fascell, I accept the intended compliment with 
great humility. I thought, as I sat here this morning, and listened 
to your other questions to other members, that after you had served 
the 5 years that I have served on the Foreign Affairs Committee, and 

each year obseve, as I think you will, the deleg: ition of powers to spend 
huge sums of money, you might perhaps yourself be more willing to 
admit the growing need of some such control as we are suggesting. 

Mr. Fascetz. I am already for it, Mrs. Church. I have a bill it 
too. 

Chairman Dawson. Mr. Fascell, do you have any further questions ? 

Mr. Fascety. No questions. 

Chairman Dawson. Mr. Rogers? 

Mr. Rocers. No questions. 

Chairman Dawson. Mr. Lipscomb? 

Mr. Liescoms. No questions. 

Chairman Dawson. Thank you very much. 

Mrs. Cuurcu. Thank you very much. I thank you for your con- 
sideration of all the Hoover proposals, which I think you know have 
my direct interest. 

Chairman Dawson. Congressman McCarthy has brought us a great 
departure from existing conditions. He has two bills. 
you going to testify to? 


L would 


I learned a long time ago never to 


Which one are 
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STATEMENT OF HON. EUGENE J. McCARTHY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MINNESOTA 


Mr. McCarrny. I will testify on the second, sir, since it is supposed 
to be an improvement over the first. 

Mr. McCormack. Which one is that—5941 ? 

Chairman Dawson. 5941. I think you have the bills before you. 
5941 embodies the principles of the others. 

Mr. McCarrny. It is the same as 1171. 

Chairman Dawson. We may strike 1171? 

Mr. McCarrny. Yes, please. It includes language that was recom- 
mended by the Comptroller General, largely technical, with some limi- 
tation on the authority which I will discuss as I proceed with my testi- 
mony. 

As you know, Mr. Chairman, this proposal was considered by this 
committee in 1955. As I remember, time ran out. In any event, 
no action was taken upon it. I think there are 1 or 2 things in the 
general situation now which justify your considering it again. 

One is that the Senate has acted on S. 1585, a bill to set up a joint 
committee which would undertake to do approximately what I pro- 
pose in my bill. 

Chairman Dawson. May I ask a question? Are you in favor of 
that? 


Mr. McCarruy. No. I am not in favor of the Senate bill. My bill 
does not propose the same thing. 

The same was true in 1955, when the Senate passed a bill called 
S. 913, which proposed a joint committee. 

The other action bearing upon this problem, which I think is of 
some significance, was the action of the House in passing the resolu- 
tion requesting that the President reexamine his budget and make 
further recommendations to us. 

I do not know whether we could say that this action indicated that 
the Appropriations Committee was not sure of itself. That seems to 
be the interpretation that was put upon it in the report of the Senate 
committee in support of their bill, 1585, in which they say that— 

This action on March 12 is a clear indication that Congress does not have 
adequate information upon which to act in carrying out its constitutional re- 
sponsibilities for maintaining adequate controls over Government expenditures. 

I would not subseribe wholeheartedly to that statement, but I do 
think there is a question of whether or not we have adequate control, 
and if we were to undertake what I propose in my bill, we might dis- 
cover, in a period of 2 or 3 years, that we do have adequate controls 
and adequate knowledge. 

We might discover that we do not have such knowledge and such 
control. In either case, this action, I think, would be justified. 

My bill proposes to amend the Legislative Reorganization Aci of 
1946 to authorize the General Accounting Office to make preaudits of 
the budget. Under the present procedure, as you know very well, the 
Bureau of the Budget does make its studies, and agrees upon its budget, 
and then appears before the Appropriations Committee of the House. 

At those hearings, adverse testimony may be offered by nongovern- 
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mental personnel, or organizations, or by Members of Congress, but 
we do not have any adverse or critical testimony from members of 
the administration itself, or of the Government. 

The principal responsibility for examining the rec ommendations of 
the Bureau of the Budget rests upon the Appropriat ions Committee 
of the House or of the Senate. This Committee on Government Oper- 
ations is familiar with the strength and the number of personnel in 
the Bureau of the Budget, and also, of course, with the fact that every 
agency of Government has a large number of budget officers who work 
in the presentation of the budget, and that set against these, we have 
the Appropriations Committee of the House—approximately 40 
people, some nonprofessional, some clerical and some purely steno- 
graphic—and the Senate Committee has a staff of 10 or 12 people. 

These, together with the members of the two committees, are set 
against the personnel of the Bureau of the Budget, some 435 to 450 
people, and the budget officers of the various agencies and depart- 
ments of Government. 

The Senate proposal to set up a joint committee recommends that 
the joint committee staff be in addition to the existing staff of the 
House and Senate committees. 

It is my opinion that unless some provision were made for coordi- 
nating the work of this special staff with the regular staffs of the two 
committees, that there would be duplication and overlapping. It 
would be difficult to achieve cooperation between the joint committee 
and the two existing committees. 

The fact that the question of jurisdiction would arise is indicated by 
opposition to the proposal of ranking members of the House Appro- 
priations Committee when this was considered previously by this 
committee. The lack of enthusiasm by existing committees is also 
indicated by the fact that the Legislative Reorganization Act of 1946 
gave the House and Senate committees authority to enlarge their stalls 
and to work together. That was based on the same idea, and would 
have the same effect, I think, as the joint committee proposal whch 
the Senate has now approved. 

The two committees have never exercised the authority. Actually, 
cooperation or an attempt at cooperation between the three staffs 
would raise innumerable questions: Would the joint committee staff 
first analyze the budget and then report to the two committee staffs, 
or would the three staffs work together and divide the budget among 
them for analysis? 

It is extremely doubtful whether this type of cooperatoin and this 
measure of cooperation could be achieved. Even if it could, it would 
be, at best, a halfway measure, and really a continuation of the situ- 
ation which has created the problem which we are trying to deal with 
here. 

The three staffs combined would probably not have enough man- 
power to handle the job adequately. They would still be in the posi- 
tion of having to wait until the final preparation of the budget, and 
its presentation to Congress, before their analysis could begin. 

Even if duplication and overlapping were eliminated, the addition- 
al staff of 40 persons, approximately, would still be inadequate to 
carry out a thorough analysis of the budget and to make the necessary 
report to the Appropriations Committee. 





FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 49 


Those who support the joint committee idea point to the success of 
the Joint Committee on Internal Revenue, but we should keep in mind 
fundamental differences between the two situations. In the field of 
internal revenue, the Congress is the primary originator of the legisla- 
tion. Therefore, the joint committee staff has the opportunity and the 
time to do the studying and the planning necessary to prepare legisla- 
tion. 

It can take into consideration recommendations of the executive 
branch. It can ignore them or it can use them in part. In contrast, in 
the case of the appropriations, the executive agency is in a very real 
sense the originator of much of the legislation, inasmuch as the budget 
which they present is largely the basis for appropriation legislation. 

This fact, plus the element of time, plus the scope and complexity 
of the modern budget, results in making inadequate in the field of 
appropriations the procedure which is adequate in dealing with tax 
legislation. 

The constitutional right and responsibility of the House to originate 
tax legislation, I feel, is not endangered by the procedures under the 
Joint Committee on Internal Revenue, but because of the difference in 
circumstances, bearing upon the handling of appropriations, that con- 
stitutional responsibility, I think, would ‘be serious sly endangered if we 
did set up a joint committee suc h as recommended i in the Senate bill. 

The bill which I have introduced authorizes the C omptroller Gen- 
eral, as head of the General Accounting Office, to analyze the budget 
requests submitted by the Federal departme nts and agencies, and ‘by 
the Bureau of the Budget, and the justifications subn nitted in support 
thereof, and to report to the Appropriations Committee the results of 
its findings. 

He will make these studies at the request of the chairman of the 
House Appropriations Committee or of the Senate Appropriations 
Committee. 

Mr. Fasceti. Will the gentleman yield? 

Mr. McCarrny. Yes. 

Mr. Fascetx. Is it contemplated the study would include a study 
of the whole budget, or selected items in the budget as requested by 
the chairman of the committee ? 

Mr. McCarruy. The bill 1171 simply gave authorization, in effect, 
instructions, to General Accounting to look over the whole budget. 
The General Accounting Office, in view of its difficulty in getting suffi- 
cient funds to conduct even postaudits, and arguing that there might 
be a great deal of duplication and waste, because there are certain areas 
of the budget that are thoroughly understood, they would prefer to 
have the preaudi t authority and to be directed by the chairmen of the 
Appropriations Committees. 

Mr. Fasceru. Thank you. 

Mr. McCarrny. The Office of the Comptroller Genera] and the Gen- 
eral Accounting Office is not an agency of the executive branch of the 
Government, but is rather an instrument of the Congress itself. 

The Comptroller General, in a letter of January 1953, stated : 

It is the function of the General Accounting Office to advise and to assist the 


Congress and the departments and agencies in matters relating to public ex- 
penditures. 
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The General Accounting Office either has or can secure adequate per- 
sonnel. They would undoubtedly need new people to conduct this 
kind of study. 

Mr. McCormack. Your last bill would authorize that, would it not? 

Mr. McCarrny. Yes, it would. It would authorize it. The only 
question is one of getting appropriations to pay these people. 

Mr. McCormack. It would also have regard to the civil service con- 
ditions, too. 

Mr. McCarruy. My bill takes care of that difficulty, too. The 
General Accounting Office already performs functions which are simi- 
lar in nature to those which would be required under the terms of the 
bill I have introduced. It conducts studies of the expenditure of funds 
for the purpose of determining and reporting to Congress whether or 
not the funds are expended by ‘the various ¢ agencies in ‘confor mity with 
the provisions of law, and in an efficient and economical manner. 

The postexpenditure audits have been most helpful. The effect of 
my bill is in a sense to authorize the General Accounting Office to make 
preexpenditure audits of the Federal budget, and on the basis of this 
examination of the budget, to make rec ommendations to one of the 
Appropriations Committees and through that committee to the Con- 
gress, regarding recommended or proposed appropriations. 

Mr. Chairman, that completes my general statement. 

Chairman Dawson. Mr. McCormack ? 

Mr. McCormack. I notice a report from the Comptroller of the 
General Accounting Office, Mr. Campbell, that he does not oppose your 
bill. He does not take a position for or against it. That is my inter- 
pretation of it. 

Mr. McCarruy. That is right. He does point to the record of his 
office having failed to obtain sufficient appropriations in the past to 
conduct general studies. 

Mr. McCormack. To carr y out provisions of existing law. He does 
present certain difficulties which can be read into his report, but I 
notice he has not taken a definite position in opposition to your bill, if 
it is amended, as you suggested. 

Mr. McCarrny. That is right. I think the second bill does meet 
the objections. 

Mr. McCormack. It is fair to say the main purpose of your bill is 
to make the General Accounting Office, which is an arm of the Con- 
gress, a real, effective instrument in assisting the Appropriations 
Committees of the two branches, and through them, the Members of 
Congress, in getting the real story behind the story on the budget mes- 
sage ? 

Mr. McCartuy. That would be the purpose. As I say, we may dis- 
cover that what the Bureau of the Budget is sending up to us is reason- 
able and accurate and to be accepted, in which case we would say, “All 
right, we have made the study and we are satisfied. It is not neces- 

sary.’ 

On the other hand, we might find things to be different. I think as 
long as there is any question or any doubt or any hesitation on the part 
of Congress in its acceptance of what the Bureau of the Budget recom- 
mends, and certainly this was clearly indicated in the action we took 
on the resolution the other day, that some such preaudit as this, a 
comprehensive survey of what the Bureau of the Budget and the ad- 
ministration recommends, is necessary to Congress. 
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Mr. McCormack. I noticed the Director of the Budget and some 
others had a conference with the President yesterday about the pres- 
ent budget, and reductions. It would be very fine if they would en- 
lighten Congress as to the results of their studies. Do you not think 
so? 

Mr. McCarruy. I think it would be helpful. 

Mr. McCormack. Both Republicans and Democrats in the House 
requested that, because the Republican motion to recommit with in- 
structions was identically the same in substance with the Democratic 
proposal before the House, with the exception of the preamble, the 
whereas; is that right ? 

Mr. McCarrny. I think the effect was essentially the same. 

Mr. McCormack. The President has a unanimous request of all 
Members of the House in one form or another. The unanimous re- 
quest is there. We are hopeful he will recognize his constitutional 
obligation of letting Congress know the results of studies in the exec- 
utive branch where reductions could be made, since he presented the 
original budget message, so that Congress could, in a cooperative man- 
ner, carry out its constitutional responsibilities. 

Mr. McCarruy. Of course, if we had preaudits such as we recom- 
mend here, we might not have passed the resolution, because we would 
have had available our own sort of recommendation set against the 
budget recommendation. 

Mr. McCormack. There is a lot of originality to you. 

Mr. McCartrny. Thank you. 

Mr. McCormack. No other questions. 

Chairman Dawson. Mr. Fascell? 

Mr. Fascety. Mr. Chairman, I have no questions, except I have a 
great deal of sympathy with the idea of budgetary preaudit. I hope 
my colleague, who has made such a very fine present: ition on this sub- 
ject, will not mind me joining him in cosponsoring the piece of leg- 
islation. 

Mr. McCarrny. I was glad to hear you use the word “preaudit” 
when discussing the earlier legislation, I thouhgt it would dispose you 
favorably. 

Chairman Dawson. Mr. Lipscomb? 

Mr. Lirscoms. No questions. 

Chairman Dawson. Mr. Henderson? 

Mr. Henprerson. Do you feel the Comptroller General may have 
this authority at the present time and all he would need to do is ask 
for more appropriations ? 

Mr. McCarrnry. I do not think he has the authority to take the 
budget itself and preaudit it. He could, on the basis of earlier studies. 
be called before the Appropri iations Committee, I think, and asked for 
general recommendations. 

To preaudit the budget itself, I think, does require some additional] 
authority. Of course, preliminary to doing this job, I think it would 
be necessary to grant—if he does need appropriations—sufficient 
money to conduct these comprehensive postaudits on certain agencies 
and departments such as we intended in the Reorganization Act, sec- 
tion 206, to which the letter makes reference, and to which my amend- 
ment does apply, and the Senate amendment would apply. 
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Chairman Dawson. How would you inter pret this language, part 
of the Accounting Act of 1921, entitled, “Investigations and Reports 
by Comptroller Gener al, title 31, United States C ode, section 53 (b),” 
“he” meaning the Comptroller General, 
shall make such investigations and reports as shall be ordered by either House of 
Congress, or by any committee of either House having jurisdiction over revenue, 
appropriations, or expenditures. The Comptroller General also shall, at the 
request of any such committee, direct assistants from his office to furnish the 
committee such aid and information as it may request. 

Mr. McCarrny. He could do all of these things on expenditures 
that have been made, and action that has been taken. The question 
is whether he would have authority to take the budget itself, to go 
into the departments and agencies and say, “I want your budget and 
I want to look into this,” and come up and testify in effect against the 
other agency of the Government. 

Chairman Dawson. One is in the executive branch, and it is an arm 
of the Congress. If your committee requests them to make a study 
and investigation, they have the power under existing law to do so. 
I can appreciate this: That if you pass this legislation, I think Con- 
gress will give them the money to do it. 

Mr. McCarrny. That, I think, would be the significant theory. 

Chairman Dawson, I think it is very significant. 

Mr. McCarruy. It might encourage the Appropriations Committee 
to do what it may already have authority to do. We just want to en- 
courage them. 

Chairman Dawson. Mr. Lipscomb / 

Mr. Liescoms. No questions. 

Mr. McCarrny. Certainly this would apply to the joint committee 
resolution. That authority, I think, clearly exists now. 

Chairman Dawson. You do not want that ? 

Mr. McCarruy. I am not for that. I say there would be no need 
for that. The only point of difference on which we might make a 
point is the preaudit of the budget itself, since that language has not 
been used previously. 

Chairman Dawson. I would be in favor of your bill, in order to 
authorize the staff to do this very job, because I do not think that the 
Appropriations Committee has given them the funds to do many 
things which the enabling legislation said that they could do, 

I think they have e xperts in these fields. I think we should use 
them more. I would like to use whatever influence that the Govern- 
ment Operations Committee has to get them more money, because I 
think they will do a job for the Congress. I also would like to invite 
the cooperation of the Appropriations Committee with the Govern- 
ment Operations Committee. We are setting up subcommittees of the 
Government Operations Committee similar to yours in order that we 
may follow every appropriated dollar. 

You have subcommittees interested in the various Government 
agencies. I am of the opinion if we could work closely together we 
could be very effective in getting many of the expenditures cut down 
or cut out. 

A matter came up the other day when I talked with Mr. Taber, about 
a condition he had observed up in his area. He was against giving the 
money, because of this condition, but he had never investigated. 
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If the members of the Appropriations Committee would refer those 
matters to the committee which has an adequate staff, trained investi- 
gators, whose duty it is to follow that appropriated dollar, I am — 
sure that you could put your finger on where there is waste, et ceter: 

I am in favor of closer cooperation with the Comptroller Gene1 wal 
I do think we ought to give them adequate funds to do the job. I am 
in favor of closer cooperation, without any question of conflicting 
jurisdiction between the Appropr iations Committee and the Govern- 
ment Operations Committee. 

I think the procedures of the House, the procedures of the Congress, 
will benefit thereby, and the people, the taxpayers, will be greatly 
assisted. 

Thank you very much, Mr. McCarthy. 

Mr. Wright? Is Congressman Wright here / 

Several Congressmen did not testify, but sent over statements. I 
ask leave to introduce them at this time. They are from Congressman 
Bennett of Florida, Congressman Coudert of New York, and a joint 
statement by Congressmen Reuss and Wright on the bills that they 
introduced. 

(The statements referred to follow :) 


Jorn’ STATEMENT OF Hon. HENRY S. Reuss, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WISCONSIN, AND Hon. JIM WRIGHT, A REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF TEXAS 


I appreciate the opportunity to make a presentation in behalf of H. R. 4117, 
my bill to provide for improved methods of stating budget estimates and estimates 
for deficiency and supplemental appropriations. I should appreciate the sub- 
committee’s considering H. R. 4117 as amended by the addition of the following 
subsection (f) : 

“(f) Whenever an appropriation bill or an amendment thereto provides for an 
appropriation in terms of annual accrued expenditures, or specifies that an ap- 
propriation therein is based upon annual accrued expenditures, it shall be in order 
to provide in any such appropriation bill or in any amendment thereto the author- 
ity to enter into contracts for the purpose of such appropriation in an amount in 
addition to the amount of such appropriation. The provisions of this subsection 
are enacted by the Congress— 

“(1) As an exercise of the rulemaking power of the Senate and the House 
of Representatives, respectively, and as such they shall be considered as part 
of the rules of each House, respectively, or of that House to which they 
specifically apply; and such rules shall supersede other rules only to the 
extent that they are inconsistent therewith ; and 

“(2) With full recognition of the constitutional right of either House to 
change such rules (so far as relating to the procedure in such House) at 
any time, in the same manner and to the same extent as in the case of any 
other rule of such House.” 

With this additional language, H. R. 4117 accomplishes two main purposes. 
First, it requests the President to present proposed appropriations on an annual 
acerued expenditure basis to the maximum extent deemed desirable and prac- 
ticable by the President and in such manner and at such times as may be deter- 
mined by the President. Once this system is put into effect, Congress would 
have an opportunity every year to review the progress of and continued desira- 
bility of a long-term project. Under the present system, Congress for all prac- 
tical purposes loses control over appropriations which are made in one year but 
may not actually be spent for many years thereafter. At the present time, the 
carryover balances of appropriations amount to more than $74 billion. 

Secondly, if appropriations are to be on an accrued annual expenditure basis, 
the spending agency must be granted authority to contract for beyond the fiscal 
year of the initial appropriation. If such contract authority is included in an 
appropriation bill, it may be rendered subject to a point of order as violating 
House Rule XXI, section 2. (See Hines’ Precedents, vol. IV, sees. 8869-3870.) 
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In order to amend the House Rules to the extent needed to permit such a grant 
of contract authority, the additional language reproduced above is suggested. 

The change in our appropriations procedures suggested by H. R. 4117 has been 
endorsed, in testimony before the Senate Committee on Government Operations 
Subcommittee on Reorganization last year, by the Secretary of the Treasury, the 
Comptroller General, and the Director of the Bureau of the Budget. President 
Eisenhower has several times requested such legislation, including as recently as 
in his budget message of January 16, 1957: ; 

“It is also recommended that the Congress give further consideration to legis- 
lation which would place Government appropriations on an accrued expenditure 
basis.” 

The principle of H. R. 4117 stems from recommendation 7 of the Hoover Com- 
mission report, which states: 

“That the executive budget and congressional appropriations be in terms of 
estimated annual accrued expenditure; namely, charges for the cost of goods and 
services estimated to be received.” 

This Hoover Commission recommendation emanated from the Hoover Commis- 
sion Task Force on Budget and Accounting Procedures, which was composed of 
seven of the country’s leading accounting and budgeting experts. 

This group had as its Chairman Mr. J. Harold Stewart of Boston, Mass., past 
president of the American Institute of Accountants, who had experience in Gov- 
ernment during World War II as Chairman of the Committee on Cost Principles 
of the Joint Contract Termination Board, and later as Assistant Director of the 
Office of Contract Settlement. The other members were Dudley E. Browne of Bur- 
bank, Calif., comptroller of the Lockheed Aircraft Corp. and past president of the 
Controllers Institute of America ; H. E. Humphreys, Jr., of Scarsdale, N. Y., presi- 
dent and chairman of the board of U. S. Rubber Co.; Christian E. Jarchow of 
Chicago, executive vice president of the International Harvester Co.; Gwilym 
Alexander Price of Pittsburgh, president of Westinghouse Electric Corp.: Ken- 
neth C. Tiffany of Royal Oak, Mich., vice president of Burroughs Corp.: and 
John D. Wright of Cleveland, president of Thompson Products, Inc. 

The General Accounting Office (see Congressional Record 332, 85th Cong., Ist 
sess., January 9, 1957) believes that the proposed annual accrued expenditure 
method of stating appropriations “can provide improved control over costs and 
expenditures.” The GAO’s analysis continues: 

“As matters now stand, Congress has little control over spending once the 
funds are voted, and the President has limited control over spending after appor- 
tionments of authority to incur obligations are made by the Budget Bureau to the 
agencies * * *. Aside from the question of improved control, the annual accrued 
expenditure basis of appropriations affords a better means of obtaining informa- 
— needed in relating past accomplishments to present performance and future 
plans.” 

Under the present system it may be that the money is still being expended 
long after the usefulness of the program has diminished. A type of plane for 
which money was allocated may become obsolete before procurement is com- 
pleted. In other instances, where moneys are granted for a program rather 
than for a specific item, contracts may be renegotiated and the agency may have 
funds left over. But it still has control of the funds. In the Mutual Security 
Administration and the ICA, for instance, appropriations are often made on the 
basis of illustrative programs. If the agency then renegotiates some of its con- 
tracts it retains control over the unobligated balance. Thus large balances of 
unexpended appropriations are available to the agencies for disbursement pur- 
poses without further action by the Congress. 

It may well be asked whether the Congress does not already have authority 
to review annually its unexpended appropriations made in the past. Yes, of 
course it does. The point is that in fact the procedures of review are inadequate. 
There is no obligation for the legislature to review, and the review is often not 
made in great detail. It is easy to say simply “We went over all that last vear. 
let’s not bother with it again.” On the other hand, if the Congress each year 
has to prescribe a certain amount of money to continue a project, it is much more 
likely to ask whether the project is being carried out as efficiently as possible, or 
even whether the project is worth continuing. The Congress would be forced 
to take positive action pegged to a specific sum of money, instead of just acquiesc- 
ing in the continued spending of money already appropriated. 

A method such as that proposed by H. R. 4117 which requires both Congress 
and the Executive to take a closer look at the amount of money that is spent 
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every year, cannot help but achieved economies, These economies have been esti- 
mated at as high as $4 billion annually. Frankly, I find it difficult to estimate the 
actual savings that would be accomplished. But with the budget at its highest 
level in peacetime history, any technique which gives closer annual scrutiny 
to the spending power seems in the public interest. 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 26, 1957. 
In re H. R. 40. 
Hon. WILLIAM L. DAWSON, 

Chairman, Executive and Legislative Reorganization Subcommittee, Com- 
mittee on Government Operations, House of Representatives, Wash- 
ington, D. C. 

My Dear Mr. CHAIRMAN: Thank you for your invitation to appear before the 
committee in support of my bill, H. R. 40. In view of the fact that this bill was 
reported favorably by your committee (July 27, 1953, 83d Cong. Rept. 981) 
after a full hearing (April 13, 1953), and because of the heavy schedule of the 
committee, I respectfully request leave to submit this letter as a statement for 
the record in support of the bill, incorporating therein by reference the 1953 re- 
port and hearing referred ot. 

That maintenance of fiscal integrity in Government and protection of the dol- 
lar against inflation is of the utmost importance to the security and well-being 
of the American people goes without saying. Moreover, there is an ever-growing 
public awareness of these fundamentals, as evidenced by the mounting public 
interest in expenditures and taxation. An essential foundation of fiscal integrity 
is maintenance of a balanced budget at the national level, that is, elimination of 
the practice of deficit financing except in war or other grave emergency. 

This committee in 1953 defined the purpose of this bill as follows: 

“The purpose of H. R. 2 [H. R. 40] is to establish a legislative policy of bal- 
anced budgets, to overcome contentions that our exorbitant taxation cannot be 
reduced until the budget is balanced, and to reestablish the constitutional con- 
trol of Congress over the expenditures of public moneys. The enactment of this 
legislation will be the effective expression of a congressional policy that will make 
tax reduction feasible.” 

In recent years balanced budgets have been achieved through a combination 
of sound administration and large tax yields. In the absence of some legislative 
or constitutional limitation, however, there can be no assurance that such bal- 
ance will continue in years to come. That is why affirmative action should now 
be taken to impose the requirement upon the Federal Government to balance 
its budget except in time of war or other grave emergency. Such action would 
be most effective in maintaining the confidence of the American people in the 
fiscal integrity of their government and the stability of their dollars, thereby 
inspiring an ever-growing productivity so necessary to our country’s welfare and 
security. 

(mn page 25 of the hearing, the Honorable Christian A. Herter, then Governor 
of Massachusetts, testified as follows: 

“I believe that nothing more important can be done at this session than to 
regain it [rigid control over the spending agencies of the Federal Government] 
and thus to establish national solvency, achieve, tax reduction, and confront 
the future with an assurance we cannot now possess. 

“* * * T support H. R. 2 [H. R. 40] because of its simplicity and workability. 
With some sense of personal guilt because more than once I contributed a vote 
to legislation written in language even the courts find difficult, I feel called 
upon to point out that here is a public law everyone in the United States can 
understand. There isn’t a single word in it capable of misinterpretation. There 
isn’t a thing in it, either, to complicate its effective use, as I have discovered 
in my brief tenure as Governor of Massachusetts, and as something of a veteran 
of the legislative process.” 

The proposed legislation is by no means original. To quote again from the 1953 
committee report, page 4: 


“THE STATES HAVE TAKEN THE LEAD 


“At all levels except the Federal the American people have acted with success 
to compel balance government budgets. In some 42 States limits on debt crea- 





56 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


tion have been written into constitutions. In many, deficit spending is entirely 
barred. Most local governments strictly limit the incurring debts. This very 
fact has caused certain pressure groups to direct their efforts toward the Con- 
gress in the form of lobbying for Federal aid to the States. 

“It has been easier for the electorate to compel State and local governments 
to reduce expenditures than to bring about a like result in the Federal Govern- 
ment. Also, since State and local governments do not have the power to create 
money, the fear of nonavailability of credit for current operations is a real 
restraint. 

“A BALANCED FEDERAL BUDGET IS ESSENTIAL 

“The committee believes that the mandate of the people to balance the Federal 
budget, and to cut Federal taxes, and the necessity therefor are as clear as that 
which confronted the State governments and which they have heeded. 

“But because of the very size and complexities of its operations, effective con- 
trol over the Federal budget is more difficult to attain. Further, the Federal 
Government is able to produce legal tender in unlimited quantities. And therein 
lies the great danger of uncontrolled spending.” 

I respectfully submit that this bill, or some such legislation, should be passed 
at this session to assure sound management of Federal finances in the years to 
come and to hasten the day when tax reduction can be effected without unbalanc- 
ing the budget and leading to inflationary deficits. 

Very faithfully yours, 
FREDERIC R. Couper, Jr. 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennett. Mr. Chairman, I appreciate this opportunity to testi- 
fy in behalf of bills to provide for determination of proposed appro 
priations on an annual accrued expenditure basis. My bill to this effect, 
H. R. 2780, is identical with the bill introduced by my able colleague of 
the Florida delegation, Hon. Paul Rogers. He is the recognized leader 
in the House in this legislation and the related legislation which was 
enacted last year as Public Law 863. For this reason, I will leave the 
details of this proposal to his testimony. I would only like to say that 
I hope it will be possible for us to enact this legislation as soon as pos- 
sible. It would prevent large appropriation carryovers and the result- 
ing loss of control by Congress over Government expenditures. By 
insuring greater congressional control, it will prevent expenditure of 
Government funds for questionable purposes. 


H. R. 1170 


Mr. Lirscoms. Mr. Chairman, I had another bill before you, but we 
will put it over until another time. 

Chairman Dawson. We can go right ahead with it now. 

Mr. Lirscome. It is not necessary, Mr. Chairman. 

Chairman Dawson. No. We would like to have your views on it. 
What is the number? 

Mr. Liarescomp. H.R. 1170. 


FURTHER STATEMENT OF HON. GLENARD P. LIPSCOMB, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Lirscoms. Mr. Chairman, H. R. 1170 is a bill which would re- 


quire that the budget shall include each year a special analysis of cer- 
tain long-term construction and development projects. 


© - rs ure ae 
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H. R. 1170 would amend section 201 of the Budget and mg ee 
Act of 1921 to provide that the budget submitted to Congress eac! 
year shall include a special analysis of all active, long-term comune - 
tion and development programs and projects authorized by Congress 
showing for each program or project the total estimated cost, the actual 
or estimated expenditures during prior fiscal years, the current fiscal 
year, and subsequent fiscal years. The analysis would include grant- 
in-aid programs in a separate group, showing for grants of indefinite 
duration the estimated cost projected over a 5-year period. 

The programs and projects to which H. R. 1170 is directed involve 
substantial outlays of Federal funds and their prosecution will mate- 
rially affect future revenue needs. It seems to me that the special 
analysis that would be included in the budget under this legislation 
would aid considerably in furnishing Congress the information it 
should have at its fingertips when considering such programs. 

The budget document presently contains some information that 
could be includible pursuant to the provisions of this legislation. Spe- 
cial analysis G in the budget for fiscal 1958, entitled “Federal activi- 
ties in public works and other construction,” presents various analyses 
of Federal construction activities on an overall basis. 

However, the data supplied is so general and complicated it is 
practically impossible to obtain assistance from the information sup- 
plied or to follow the progress and determine the actual costs of spe- 
cific projects or programs. 

For example, total Federal expenditures for public works as pre- 
sented in one table (table 1, p. 1114) to show the amounts expended 
for civil public works, as compared with the expenditures for na- 
tional security public works. There is a table (pp. 1122-1126) which 
summarize the authorizations and expenditures for direct Federal 
construction and for grants and loan programs to aid State and local 
construction. This table breaks down by major function and agency 
the new authorizations and expenditures for a 3-year per iod, 1956 
actual, and 1957 and 1958 estimated. 

Table 3 (p. 1115) classifies civil public works under various budget 
accounts indicating whether it is continuing work or to be undertaken 
in 1958, and giving information as to total estimated cost, cost to date. 
1958 estimate, and - required to complete. 

The breakdown is to agencies or programs. Special analysis H 
classifies on an overall basis Federal financial assistance to States, 
including grants-in-aid, shared revenues, and loans and repayable 
advances. 

At least in one instance, however. a detailed analysis of activities is 
presently provided in the body of the budget document. It is the 
Bureau of Reclamation construction program table which appears on 
page 737 of the 1958 budget. This table contains detailed informa- 
tion of the type contemplated under this legislation. With your per- 
mission, I should like to submit the Bureau of Reclamation table taken 
from page 737 of the 1958 budget for inclusion in the record at this 
point. 

Chairman Dawson. If there is no objection. it will be done. 

(The table referred to follows :) 
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Mr. Lirscomn. This bill, if enacted, would provide for Congress a 
detailed analysis in the budget document of all long-term construc- 
tion and development programs and projects including grant-in-aid 
programs for all agencies. This would aid Congress considerably in 
determining what progress has been made, what ‘kind of requests, and 
in what amounts may be expected in the future. 

It would provide the significant detail that is lost if the only in- 
formation given is an analysis on an overall basis, or where only in- 
formation covering several years of a project is given without listing 
such items as estimated total cost, cost to date, and estimated costs in 
the future. 

In other words, Congress would have at its fingertips a full picture 
of all such activities to guide it in controlling expenditures for the 
Federal Government. 

It is my understanding that much of the information that would 
be called for by the legislation i is presently obtained by the Bureau of 
the Budget under Bureau of the Budget Circular No. A-11 and Circu- 
lar No. A-35 , pursuant to its responsibilities under Executive Order 
9384. Enactment of this legislation would evidently not place extra 
burden or cost on the agencies by requiring that such information be 
contained in the budget. 

The language of the bill is stated in general terms in keeping with 
the type of requirements presently imposed by statute—subsection 
1 through 11 of the Budget and Accounting Act of 1921, as amended— 
pertaining to the information and data that is required to be included 
in the budget. This will allow for a certain amount of flexibility as 
to what detailed information is to be included. 

At the same time, if enacted, the legislation would establish definitely 
by statute the requirement that information conc erning all such pro}- 
ects and programs shall be included in the budget. 

Chairman Dawson. Mr. Fascell ? 

Mr. Fasceiy. I have no questions, Mr. Chairman. I think the idea, 
though, is an excellent one, of setting out projects. Obviously at the 
agencies they have to plan on some kind of a basis in setting up their 
programs, whether it be a 2-year basis, 5-year basis, or 10-year basis: 

I think if they do, the Congress ought to cert tainly have the infor- 
mation available to them without having to go get it. 

Chairman Dawson. Would not this information be made available 
if the other bill you introduced is passed? Would it be necessary to 
pass this bill, then ? ; 

Mr. Lirscoms. This bill, if passed, would get this information in the 
budget now. It would make it possible to put it in. Every program, 
I believe, of the type contemplated in this bill, has some sort of a 
schedule available to Congress now. It is not in one spot where Con- 
gress can see it. 

I imagine any Member of Congress can get the information from 
the Bureau of the Budget. Let us have it in the document where we 
‘an evaluate it in one spot. 

Chairman Dawson. Are there any questions? 

Mr. Henperson. No questions. 
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Chairman Dawson. We will stand adjourned until tomorrow morn- 
ing at 10 o’clock. At that time we will hear from the agencies and also 
private individuals from organizations who wish to testify on this 
matter. 

(Whereupon, at 12:10 p. m. the subcommittee adjourned, to recon- 
vene at 10 a.m. Wednesday, March 27, 1957.) 





IMPROVING FEDERAL BUDGETING AND 
APPROPRIATIONS 


(H. R. 40, H. R. 758, H. R. 1170, H. R. 1171, H. R. 2000, 
H. R. 2494, H. R. 2780, H. R. 3379, H. R. 3961, H. R. 4117, 
H. R. 4443, H. R. 4500, H. R. 5897, and H. R. 5941) 


WEDNESDAY, MARCH 27, 1957 


Houses or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND 
LeGisLative ReorGANIZATION 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, in room 1537, New House 
Office Building, at 10 a. m., Hon. William L. Dawson (chairman of the 
subcommittee) presiding. 

Members present: W illiam L. Dawson, chairman; John W. Mc- 
Cormack, Robert E. Jones, Joe M. Kilgore, Dante B. Fascell, Clare E. 
Hoffman, Cecil M. Ha rden, and Clarence J. Brown. 

Also present: Elmer W. Henderson, counsel; William A. Young, 
staff member; and William Pincus, associate general counsel. 

Chairman Dawson. Will the subcommittee please come to order. 

This is a continuation of the hearing on a series of bills having to 
do with the manner of budgeting adopted by the Congress. I want 
to apologize for the lack of space and accommodations. That is a 
thing we can’t do anything about with the size of the room. We are 
having some more chairs brought in. 

We are very fortunate this morning in having for our first witness, 
the Honorable Percival F. Brundage, the Director of the Budget, and 
T am sure if any of you are in doubt about anything pertaining to this 
bill, Mr. Brundage will set us straight. He has been able to do that 
in the past when he has appeared before us. 

Congressman Rogers, wil you come up to the table, please? He has 
one of the bills that we are going to give consideration to, H. R. 2494. 


STATEMENT OF HON. PERCIVAL F. BRUNDAGE, DIRECTOR, BUREAU 
OF THE BUDGET; ACCOMPANIED BY PERCY RAPPAPORT, ASSIST- 
ANT DIRECTOR; WILLIAM J. ARMSTRONG, CHIEF, OFFICE OF 
ACCOUNTING; AND ARTHUR B. FOCKE, LEGAL ADVISER, BUREAU 
OF THE BUDGET 


Mr. Brunpace. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity to present to this committee the views of the 
Bureau of the Budget on 14 bills dealing with the budget processes. 
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I would first like to discuss, as a group, nine of these bills which have 
the same general purpose of providing improved methods of stating 
budget estimates. All 9 bills are substantially the same—6 being 
identical. 

Chairman Dawson. For the sake of the record, Mr. Brundage, would 
you introduce the gentlemen with you? 

Mr. Brunpace. Mr. Percy Rappaport is Assistant Director in charge 
of this particular area of Government accounting as well as several 
Divisions in the Bureau. 

Mr. William J. Armstrong is the Chief of the Accounting Group, 
and Mr, Arthur Focke is our - Counsel, Bureau of the Budget ‘Counsel. 

These bills would further implement the budget and accounting 
recommendations of the Second Hoover Commission. Public Laws 
798 and 863, which were reported from your committee and enacted 
in the last Congress, carried out other budget and accounting recom- 
mendations of the Second Hoover Commission on Organiz: ition of 
the Executive Branch of the Government. 

As the President indicated in his public statement on this subject 
last April, the executive branch will cooperate with the Congress to 
the fullest extent, so that effective progress can be made toward our 
mutual goal of installing improved financial management practices 
throughout the Government. 

Eight of the bills express the sense of the Congress that budget pres- 
entations be improved, and establish a congressional policy that esti- 
mates for proposed appropriations be determined on an annual accrued 
expenditure basis. This is a desirable statement that serves to clarify 
the needs and wishes of the Congress with respect to budget submis- 
sions. The other bill H. R. 758, does not include this statement of 
congressional] intent. 

All of these bills would implement the recommendation of the Sec- 
ond Hoover Commission for stating appropriations in terms of annual 
accrued expenditures. They provide that proposed appropriations 
be determined on an annual accrued expenditure axis to the maximum 
extent deemed desirable and practicable by the President. 

We believe that the flexibility given to the President is desirable. 
It will enable an evaluation to be made for each appropriation to de- 
termine the practicability of presenting the estimates on an annual 
accrued expenditure basis and the benefits that would be derived from 
this change in procedure. 

The bills define what budget estimates for proposed appropriations 
on an annual accrued expenditure basis should embrace. They pro- 
vide that the estimates should include the money requirements for 
goods and services to be received in the budget year. The language 
used also recognizes, as a practical matter, that the estimates shall also 
include the money requirements representing payments which have to 
be made in the budget year, such as advances, grants, and tort claims. 
Certain types of appr opriations to which the accrued expenditure basis 
of stating estimates is not applicable would be excluded. 

Budget estimates on the annual accrued expenditure basis would in- 
clude the funds required to cover the value of the goods and services 
to be received in a fiscal year whether or not payments for such goods 
and services are actually made in the same fiscal year. At the end of 
each year there would usually be some unpaid bills or accounts pay- 
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able which would be paid, in the subsequent year, out of the balance 
brought forward from the appropriation for the year in which the 
goods were received. 

In addition to estimates for proposed appropriations on the accrued 
expenditure basis, as contemplated by these bills, it would be necessary 
to present estimates for contract authority to incur obligations in ad- 
vance of appropriations so that contracts may be awarded or orders 
issued as necessary in the budget year to insure delivery of goods and 
services as needed in subsequent years. 

This is not specified in any of the nine bills since authority to in- 
clude in budget requests proposed authorizations to create obligations 
in advance of appropriations is contained in section 2 of the Budget 
and Accounting Act, 1921, as amended. In connection with authori- 
zation to create obligations i in advance of appropriations, a question 
has been raised as to whether the inclusion of contract authority in 
an appropriation bill might be considered contrary to the rules of the 
House. We understand that an amendment has been proposed which 
would make it in order to grant contract authority in an appropria- 
tion act. 

Legislation such as is proposed in these bills would give effect to 
another Hoover Commission recommendation that agencies maintain 
a single account under each appropriation. As of the end of each 
fiscal year, the balance of the accounts payable in each appropriation 

made on an annual accrued expenditure basis would be transferred to, 
and merged with, the next year’s appropriation. The remaining bal- 
ance would lapse unless otherwise provided in an appropriation act 
or other law. 

As contrasted with present procedures, we can see many advantages 
in the practices contemplated by these bills. I w ould like to em- 
phasize that a major advantage of this proposal i is the improved pro- 
gram control that is made available to the Congress and the executive 
branch. Under Public Law 863, agency cost-based budget presenta- 
tions will provide additional and more informative data for the pur- 
poses of the budget analysis and review. 

That law will also bring about improved planning practices and the 
development of more effective management controls in the agencies. 
As long as appropriations are continued on the obligation basis, how- 
ever, positive top-level control of appropriated funds so far as ma- 
teriel is concerned, is in effect. limited to control of the procurement 
plans of the agency. The use of annual accrued expenditure appro- 
priations w ould place Congress and the executive branch in an im- 
proved position for establishing effective monetary controls on the 
scope of a program during a given fiscal year. 

We also believe that appropriation requests on the accrued expen- 
diture basis would provide a more direct relation to budget balance. 
Under this method the relationship between appropriations and checks 
issued—the basis for calculating the surplus or deficit—would be much 
closer than is the relationship under existing practice. 

In making appropriation determinations that involve consideration 
of the adequacy of agency plans for receipt and application of goods 
and serv ices, the Congress would play a more positive role in the : Gov- 
ernment’s financial planning. Arriving at the level of appropria- 
tions on this basis, it would be in position to give more consideration 
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to the effect of agency proposals on the annual surplus or deficit re- 
sult for the Government as a whole. 

At this point I would like to contrast present practices with my un- 
derstanding of the procedures envisioned by these bills. At the pres- 
ent time estimates for appropriations are presented and appropria- 
tions of funds are made to cover the goods and services to be ordered 
in the budget year regardless of whether such goods and services are 
to be received or paid for in the budget year or in subsequent years. 

At the time goods or services are ordered an amount is obligated 
or reserved in the appropriation account to pay the vendor when such 
goods or services are received. In long lead-time procurement pro- 
grams several years may elapse between the time of the order and the 
time the goods are delivered. 

This practice would be changed in this way by these bills. Budget 
estimates would be set forth in such a way as to segregate (a) the ap- 
propriation of funds needed in the budget year to cover the goods and 
services to be received in that year and (6) where needed, the au- 
thority to enter into contracts and orders for goods and services to be 
delivered in future years. 

The request for appropriation of funds in a given year, therefore, 
would cover the goods and services to be received in that year regard- 
less of whether they were ordered in a prior year under contract au- 
thority or in the current year under the appropriation of funds 
authority. 

The need for contract authority in individual agencies would vary 
according to the type of program conducted and the operating needs 
of the agency. A request for contract authority will obviously be 
required in long lead-time programs. Such a request may be vale in 
addition to an accrued expenditure appropriation request for other 
types of programs, depending on a demonstration of the need for 
advance purchasing in the light of the agency’s own operations. 

To illustrate this point, contract authority would certainly be a part 
of a budget request for procurement of aircraft. This might represent 
a 5-year program in which contracts must be awarded in the budget 
year to permit assembly and completion at various points in the 5-year 
period. 

On the other hand, an administrative agency may need some elec- 
tronic equipment for program use which might require 2 years for 
delivery and installation. Or it might conduct a program that nor- 
mally requires placement of an order in one budget year to insure 
delivery early in the succeeding budget year. Both of the latter would 
also need advance obligating authority. While the aircraft procure- 
ment program is readily recognized as a “lead time” program, the 
administrative agency examples illustrate the same important need 
for advance authority to cover specific items in the program. 

The Hoover Commission in its report indicated that the Congress 
should restate the contract authority annually as needed. I interpret 
this to mean that unused contract authority at the end of each year 
would lapse and that requests for new authority would be made as 
needed each year on the basis of program requirements. 

T have indicated previously how the balance of appropriations of 
funds as of the end of each year would be disposed of under the pro- 
visions of these bills. 


as 


—~-— & 


“ 


—sS oe oc 


- 


‘ 


— 


_— FT 


aecrn 


— 


FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 67 


Under the proposed procedure, annual estimates of proposed appro- 
priations and contract authority would be based on a presentation to 
the Appropriations Committees of the agency’s financial plan for 
conduct of a program. For example, the long-range aircraft procure- 
ment program I] previously mentioned might involve a total of $15 
billion, spread evenly over a 5-year period. In the initial budget sub- 
mission the accrued expenditure appropriation request would be for 
$3 billion together with a contract authority request for $3 billion 
needed for forward contracting in the budget year. This would be 
requested as part of a plan showing the total $15 billion cost and the 
contract authority and accrued expenditure requirements in each of 
the subsequent years of the program. 

The budget submission for the second year of such a program might 
reflect a revised estimate of performance in the current year, showing 
deliveries of $214 billion and contracts awarded in the amount of $3 
billion. If the request for the second year follows the original plan 
of a $3 billion accrued-expenditure appropriation and a similar 
amount of contract authority, the Appropriations Committee might 
feel it appropriate to cut back the accrued expenditure request on the 
basis of the revised estimate of current-year performance. 

Thus, with this type of presentation each year, the Appropriations 
Committees would be able to make a more effective determination of 
the financing needs of the program. 

This systematic annual presentation of the agency financial plan of 
operation, showing past performance and forward planning, is one 
of the benefits to be gained by use of the proposed appropriation proce- 
dure. Information of this kind may be available under present prac- 
tices, but the significant point is that such data are not automatically 
brought to the attention of the Congress each year. 

In the aircraft procurement program illustration, the initial con- 
tract authority request for the program covers only the obligations 
necessary to be incurred in the budget year. Depending on which 
course of action is most appropriate for the program involved, the 
initial contract authority request could cover the total cost of the pro- 
gram. In either case, however, the unused contract authority would 
lapse at the end of each year. 

We are fully cognizant of the fact that a change such as that contem- 
plated by these bills will present problems. We have heard many 
procedural questions raised. For example, it has been stated that an 
annual review of the Government’s total program would result in an 
increased workload for both the Congress and the executive branch. 
We grant that some additional work may be involved. However, we 
feel that the benefits to be derived in the way of better control over 
Federal spending will be well worth this additional effort. 

Another question has been raised regarding the effect of this pro- 
— on agency-contractor relations in long lead-time programs. 
Since the annual basis of requests for appropriations and contract au- 
thorizations under these bills would not provide for one-time ap- 
propriation of the total cost of a program extending over several years, 
it has been stated that contractors would hesitate to bid on Government 
contracts; that prices quoted by the contractors might be higher: or 
that the contractor’s credit would be questionable on Government jobs 
subject to future appropriation action. ; 
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We have already had experience in this respect under contract au- 
thority which has been used in the past. Appropriations for some of 
our long lead-time programs did not provide funds for total costs of 
a given contract, but no unusual difficulties were encountered in arriv- 
ing at mutually satisfactory contractual arrangements in carrying 
out these programs. 

In this connection, it might be noted that the representatives of pri- 
vate industry on the Hoover Commission task force that made this 
recommendation gave no indication that this appropriation proce- 
dure would create problems for the contractor beyond those that may 
already exist under current practice. 

The question of delays in delivery schedules has been raised. If 
goods are expected to be delivered in the budget year but not actually 
delivered until the subsequent year, from what appropriation would 
payment for such goods be made? The payment would have to be 

made from the appropriation for the year in which the goods were 
received. It is conceivable in some cases that this situation might re- 
sult in requesting a supplemental appropriation since the delay in the 
delivery was not contemplated when the budget estimates for that 
year were prepared. 

This may involve the handling of more supplemental appropria- 
tions but only experience can determine the extent of the increase. 

The converse of this previous question is also a possibility. Goods 
scheduled for delivery in a subsequent year may actually be delivered 
in the current year. In such cases, if funds are not available in the 
current appropriation, it would be necessary to reschedule other deliv- 
eries to keep accruals within the sum appropriated, or else to get 
authority in a supplemental appropriation act to transfer a portion of 
the following year’s appropriation to cover the excess of deliveries 
in the current year. 

In any event, an agency woud have to keep accruals within the sums 
set in appropriation acts year by year: any excess would be a violation 
of the Anti-Deficiency Act and would require congressional approval 
in the form of an adjustment in the sum appropriated for the year in 
question. 

Another question has been raised as to whether the accounting under 
the procedures contemplated by these bills would require the main- 
tenance of two separate sets of accounts. As we see it, two sets of 
accounts should not be required. Instead, there should be one inte- 
grated accounting system. In this connection, it should be recognized 
that Public Law ‘863 provides for the development of accrual account- 
ing systems that produce related control information on obligations, 
accrued expenditures, costs, and disbursements: and permit the use of 
cost-based budgets. In the final analysis, therefore, the accounting 
required by this procedure is already provided for in Public Law 863. 
Agencies are currently moving toward development of such account- 
ing systems. 

In considering these questions it should be recognized that in any 
major change such as this there are always problems to be resolved. 
However, if the conversion is undertaken on a gradual basis as the bill 
permits, we believe that the problems can be resolved satisfactorily. 

In the conversion we would hope to work closely with the Appropria- 
tions Committees of the Congress with regard to the more precise form 
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of estimates for proposed appropriations of funds and contract author- 
ity. 

We urge that the Congress give favorable consideration to the enact- 
ment of this legislation to accomplish the objectives of these bills. 

Mr. Brown. Mr. Chairman, I notice that Mr. Brundage has discus- 
sion in the remaining part of his report of the other bills pending be- 
fore this committee which are not on this particular subject. I am 
wondering if it wouldn’t be more helpful and beneficial to us if we 
could question Mr. Brundage now as to his statements on these bills 
and then proceed to the others later because they deal with other 
matters. 

Chairman Dawson. Unless there are objections, we will proceed. 
Are there any questions, Mr. McCormack ? 

Mr. McCormack. What is to stop the Director of the Budget from 
coming up now or in the future and providing for an annual accrued 
expenditure basis, if the President wanted to do so? 

Mr. Brunpace. We are in certain cases where the expenditures im- 
mediately follow the appropriation, like salaries and wages, it is prac- 
tically on that basis, but the real problem, as I see it, is this obligational 
carryover, when once Congress has appropriated the funds, unless they 
are 1-year ‘funds. If they. are no-year funds or if there is a carryover, 
you don’t get another look at: it. 

Mr. McCormack. Would that be the only reason, another look? 
Wouldn't any President have the authority to do it now if he wanted 
to ¢ 

Mr. Brunpacre. Well, you take the current budget which is under 
review, the 1958 budget. The cuts which the House is proposing only 
relate to new obligational authority and no estimates even are made as 
to the effect on expenditures. 

Mr. McCormack. My question was even deeper than that, Mr. 
Brundage. If the President wanted to put the executive budget as 
broadly as possible on an annual accrued expenditure basis, could he 
undertake to do so, extending the present extent to which that is 
done without any new law, except probably an amendment to the 
rules 

Mr. Brunpacr. Well, I say he could for things like salaries and 
current expenses. 

Mr. McCormack. Well, why couldn’t he do it now on dams and 
those big projects involving tens and tens of millions of dollars, some 
of them hundreds of millions of dollars? We don’t appropriate $100 
million to build a dam now, do we? 

Mr. Brunpace. Well, I think the amount is indicated. We ask that 
the total cost be indicated, but the appropriation is only for the part, 
that is true. 

Mr. McCormack. Well, really from year to year, appropriations are 
made on projects of that kind, big projects. 

Mr. Brunpacr. It doesn’t always tie up with expenditures, however. 
The appropriations are in order to make contracts for one phase of 
the work, and part of the expenditure may be in that year or in sub- 
sequent years. 

Mr. McCormack. Yes, but aren’t the actual appropriations in most 
of those projects made from year to year although the contract may 
be for 5 years or 10 years? 
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Mr. Brunpage. Well, the appropriations are made for segments of 
the work. 

Mr. McCormack. Yes, segments of the work. 7 

Mr. Brunpace. Where contracts are let. 

Mr. McCormack. Well, in a sense, isn’t that on an annual accrued 
expenditure Conia ? 

Mr. Brunpacer. Well, I think that we are doing that about as effec- 
tively as we can. “What would you say, Mr. Rappaport ? 

Mr. Rappaport. I would like to add this: In direct response to your 
question, I think that the budget could be prepared in the manner that 
you have indicated. However, the bill would lend force to the policy. 

Mr. McCormack. I know, but there is authority in the law now to 
do it. 

Mr. Rappaport. Well, there is not exactly authority in the law, but 
I think it can be done. 

Mr. McCormack. Well, if it can be done, there must be authority 
in law. Well, all right, we will strike out the authority in law. It 
can be done. 

Mr. Rappaport. Yes, I would agree with you on that. 

Mr. McCormack. But it is felt if you come up and get a bill through 
Congress, is this for the purpose of sort of pushing the President to 
do it? 

Mr. Rappaport. No, but it is for the purpose of establishing in con- 
crete form a policy which would be more easily accepted by the various 
agencies and departments. 

“Mr. McCormack. Oh, you mean the agencies can resist the President 
trying to get it done? 

Mr. Rarpaprorr. No, I didn’t mean to imply that. 

Mr. McCormack. No, I didn’t say you said that, but that would be 
a reasonable inference. 

Mr. Rappaport. I didn’t have that in mind when I spoke. 

Mr. McCormack. Well, I am not going to ask you any more _ 
tions. Let me ask Mr. Brundage because he is the boss. I will respect 
you. Youdon’t mind, Mr. Brundage. 

Mr. Rappaport. No. 

Mr. Brunpace. Not at all, I understand. 

Mr. McCormack. Now in other words, it can be done if it is desired, 
is that right, Mr. Brundage? 

Mr. Brunp. aGE. Well, it has been, as I say, a practice to govern your 
requests for appropriations by the amounts that you wanted to obligate 
duri ing the year and you might not necessarily spend the same amount 
in that year. The actual carryover problem, of course, isn’t serious, 
except in three or four agencies. 

Mr. McCormack. For example, what agencies are they ? 

Mr. Brunpace. Well, Defense, Atomic Energy Commission, Gen- 
eral Services Administration, Mutual Security and Commerce. 

Mr. McCormack. Commerce, that would be Raion of Roads there 
Well, that is a pretty good part of the budget, isn’t it? 

Mr. Brunpace. You bet it is. 

Mr. McCormack. In the long run we have to pay pretty much the 
same amount. 

Mr. Bronpacr. The civil service, it wouldn’t change. It wouldn’t 
change a lot of agencies, Securities and Exchange, | Federal Trade, 
Labor, it wouldn’t change Labor. 
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Mr. McCormack. One of the arguments advanced is that it will let 
Congress get another look and we can fail to appropriate. Would 
you recommend that where a contract is made, that Congress just 
arbitrarily refuse to appropriate? The power to appropriate carries 
with it the power not to appropriate, under that, of course. 

Mr. Brunpace. That isright. And I think that there are situations 
whether for airplane contracts or ships or subsidies, or projects of 
various kinds that you might well decide that the conditions have 
changed since the initial approval of the contract authorization and 
that the agency presentation was not sufficiently compelling to make 
you go ahead and vote more. 

Mr. McCormack. But that is going on all of the time now, isn’t it? 
I am amazed if a contract is made for 5 years there isn’t constant 
review in the light of changed circumstances going on. 

Mr. Brunpace. There are reviews by the agency and it is reviewed 
by us, but I don’t think it is reviewed by Congress. 

Mr. McCormack. Do you favor Congress having sort of a Bureau of 
the Budget of its own ? 

Mr. Brounpacer. Well, I think you have in a sense in the Appropri- 
ations Committee. Actually the control, the most effective control on 
your appropriations and your expenditures is comparing programs. 
They are working on a program now in 1957. When you come to 1958 
you say can’t you cut these programs down? What are the new pro- 
grams? Why do you have to have them? What personnel do you 
require? And I think your Appropriations Committee in its experi- 
ence over the years has done a lot on that. 

Mr. McCormack. Oh, yes, they work tirelessly. There are no harder 
working people. The people don’t appreciate what the members of 
that committee do. But they haven’t got the staff you do. You have 
about 450 employees, is that right ? 

Mr. Brunpace. About 435 at present. 

Mr. McCormack. How many trained men do you assign? Those 
are men who are specialists ? 

Mr. Brunpace. Less than two-thirds of them are directly engaged, 
I would think, in budget review, aren’t they ? : 

Mr. Rarparort. About 240. 

Mr. McCormack. And they are assigned a good part of them for 
a period of from 8 to 5 years in different departments and agencies? 

Mr. Brunpace. That is right. 

Mr. McCormack. They are right in there living with them. 

Mr. Brunpace. That is right. 

Mr. McCormack. They are there now in the making of the budget 
for fiscal 1959. 

Mr. Brunpaae. Yes. 

Mr. McCormack. They are seeing that developed, their voice, their 
contribution, their power, their influence is there. 

Mr. Brunpace. Yes. 

Mr. McCormack. Wouldn’t the same procedure be required to get 
the story behind the story for the Appropriations Committee? 

Mr. Brunpace. Well, it would be up to the Appropriations Com- 
mittee to decide what they needed, but I think that we have, I would 
say, an adequate check and doublecheck because the agency has its 
own staff. In the case of Defense, you have not only the service re- 





72 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


view, but review by the Defense Department as well as by the Bureau 
of the Budget, and I think the action of the Congress through the 
Appropriations Committee is more a policy review in the light of 
conditions, receipts, and a general idea of what is good for the country 
which Congress would want to make before they actually enacted 
legislation. 

Mr. McCormack. Well, you say you have several appropriations 
now on an annual accrued expenditure basis. 

Mr. Brunpaae. Well, it will take several more years before we get 
the accounts of all of the departments and agencies on that accrued 
expenditure basis. Quite a few of them are now, but by no means all. 

Mr. McCormack. For example, which one is? 

Mr. Brunpace. A lot of the Defense departments aren’t on that yet. 
The corps and Reclamation are, in a sense. 

Mr. McCormack. That is in connection with construction projects. 

Mr. Brunpace. Yes. 

Mr. McCormack. Sometimes they make a contract for several years. 

Mr. Brunpace. Yes. 

Mr. McCormack. With appropriations on a year-to-year basis. 

Mr. Brunpace. Yes. 

Mr. McCormack. Can you tell us of any of those contracts from 
year to year that on review have been terminated ? 

Mr. Brunpace. Yes; I think there have been. I can think of a cou- 
ple of projects where they have started to build levees or breakwaters, 
or something and it didn’t act the way they expected it to, in the case 
of a special flood, and they decided to do something else to tackle the 
situation. 

Mr. McCormack. And they would pay liquidated damages. 

Mr. Brunpace. Well, in these cases they just didn’t spend any more 
money. They decided to abandon the project. 

Mr. McCormack. Who decided ? 

Mr. Brunpace. The corps. 

Mr. McCormack. But did they pay damages to the firm they had 
the contract with ? 

Mr. Brunpace. No; this was after one phase of the job. 

Mr. McCormack. You mean the corps? 

Mr. Brunpace. The corps contracted to have one part of the job 
done and after that part was done, they decided it wasn’t necessary to 
go ahead. 

Mr. McCormack. So those things are constantly taking place now? 

Mr. Brunpace. Yes. 

Mr. McCormack. You have been reviewing with agency heads now 
the 1958 budget, haven’t you ? 

Mr. Brunpace. Yes. 

Mr. McCormack. Has the review been finished, Mr. Brundage ? 

Mr. Brunpace. No, sir. 

Mr. McCormack. Asa result of the reviews to date, have any of the 
agencies told you or have you told them where cuts can be made in the 
1958 budget ? 

Mr. Brunpace. Well, we are right in the middle of it yet, Mr. Mc- 
Cormack. It was in connection with our review that the decision of 
Mr. Cole in housing was made not to ask for the full authority which 
we had included in the budget. 
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Mr. McCormack. In other words, it was a decision of the Director 
of the Budget that Mr. Cole acted on ? ; 

Mr. Brunpace. No; it was as a result of our review with him that 
he decided—we have asked all of the agencies to go over every one of 
their requests again in detail for every program, and he decided that 
in the light of the present construction, the shortage of labor, material, 
money, and equipment, that it would be wise to postpone or cut down 
the request. 

Mr. McCormack. Is he the only one to date that you know of? 

Mr. Brunpace. Well, that is the only one that as yet has come up. 
Weare working on several others. 

Mr. McCormack. Well, when do you expect to get through with 
the reviewing with the agency heads? 

Mr. Brunpace. Well, I don’t know. It will take several weeks yet. 

Mr. McCormack. Do you intend to let Congress know the 1 ‘esults ? 

Mr. Brunpace. I don't believe it has been decided yet as to whether 
each department head will introduce it or whether it will be done by 
the President. We have to decide what we can do and how much is 
involved, I think. 

Mr. McCormack. It is a fair proposition to let Congress know while 
the executive budget is pending, where reductions could be made upon 
review, isn’t it? 

Mr. Brunpace. We are going to try to get it up just as soon as we 
can, 

Mr. McCormack. And it is fair for Congress to make that request? 

Mr. Brunpace. Yes. 

Mr. McCormack. Sure. And as far as you know, the President 
either through himself or through you, is going to let Congress know 
of any reduction that can be made in the 1958 budget as a result of 
these reviews that are taking place? 

Mr. Brunpace. Either himself or through his departments; yes. 

Mr. McCormack. So we can rely on that. 

Mr. Brunpace. We aren’t trying to keep anything away from you, 
I assure you. 

Mr. McCormack. I wasn’t intimating that. 

Mr. Brunpace. I wish I knew more cle sarly, myself, about it. It is 
an awfully tough problem. We have gone over this thing severai 
times already. 

Mr. McCormack. Of course, when the Secretary of the Treasury 
repudiates the President’s own budget, it is tough all around. 

Mr. Brunpace. Well, we combed this over originally when the fore- 
cast was made last summer before the guidelines were set and then we 
went through it again in the fall and we have gone over it again now. 

Mr. McCormack. Well, you think the budget the President sent up 
was a tight budget, don’t you ? 

Mr. Brunpace. I said I thought it was a very well balanced budget 
taking into consideration the needs of the country for protection, the 
services which the people want. I still think so. 

Mr. McCormack. In other words, you stand by the budget sent up? 

Mr. Brunpacr. Yes; I do. 

Mr. McCormack. Well, I won’t ask any more questions now because 
I don’t want to take too much time. I will come back and ask more 
questions later. 
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Chairman Dawson. Mr. Brown. 

Mr. Brown. Well, now to continue this nonpolitical discussion—— 

Mr. McCormack. It is purely nonpolitical, I can assure you. There 
may be political results, but not political intents. 

Mr. Brown. While the Director of the Bureau of the Budget and 
the administration are working on this so-called $71.8 billion or $71.9 
billion budget, the House of Representatives at least, and I think the 
Congress as a whole, under its own responsibilities to the people and 
through its Appropriations Committees as well as through its actions 
on the floor of the two branches is doing something about this budget. 
They are cutting it. They are finding places where they feel it can 
be reduced. 

Frankly, I feel very strongly that the budget is entirely too high, 
and I don’t have the optimistic view of it that you have expressed, 
that it is a good and balanced budget and yet I realize many of the 
items in that budget are the result of authorizations voted by the 
Congress. 

In your opinion this legislation which is pending here would be of 
some help, as I understand your statement, in giving Congress—and 
Congress is the people, as far as I am concerned—more information, 
wouldn’t it? This is where the people sit and where the people run 
their own Government. The trouble is we have too many people 
in Government who are not responsible to the folks back home as 
Members of Congress are. 

Mr. Brunpace. I think it would, sir. I think it would be helpful. 

Mr. Brown. And it would permit the Congress to have a better 
judgment as to what spending is necessary, and what is unnecessary, 
and what is going on with the people’s money. It would also give 
Congress a better opportunity to do somehthing about it; isn’t that 
right ? 

Mr. Brunpace. That is what I believe; yes, sir. 

Br. Brown. Mention was made that the President can do this now, 
but is it your opinion, if the Congress fixes by law that a certain policy 
shall be followed, then we wouldn’t be faced in the future with change 
of policies, according to the determination or desires of some future 
President ? 

Mr. Brunpace. I feel it would be helpful. 

Mr. Brown. In other words, under the present circumstances the 
President can or cannot submit this kind of budget, once he gets all 
of the information provided under the public laws that were passed 
last year; but this President might decide to give you this type of ac- 
crued expenditure budget, and the next President might decide he 
would want the other type. In your opinion, would it be much better 
to fix a policy by law that we would have a certain type of budget sub- 
mitted at all times? 

Mr. Brunpace. I believe it would help the Congress and us to have 
a tighter budget. 

Mr. Brown. Now isn’t it the responsibility of the Congress to fix 
the policy rather than the President? TI always conceive by my study 
of the Constitution that the President is the executive and chief admin- 
istrator of the Government. He administers the laws as passed by 
Congress, and Congress should make the first determination as to 
what national policy should be, at least on the domestic front. 
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Ts that your view of it? 

Mr. Brunpagce. The congressional policy does appear now in the 
legislation, the Budget and Accounting Act and this, in effect, is an 
amendment of that act. 

Mr. Brown. Yes, I understand. I remember this section didn’t 
go in the original bill and it is a question now of whether we want 
to go further. Now as I understood your testimony, it will take, as 
I understand the situation generally, 5, 6, or 7 years to put the budget- 
ing and accounting amendments that we passed last year into effect. 

Mr. Brunpace. To complete it; that is right. 

Mr. Brown. And, of course, it will take several years in all prob- 
ability, to swing completely over to the accrued expenditures basis 
for budgets, is that right ? 

Mr. Brunpace. It would. \ 

Mr. Brown. You can’t get it all in 1 year. There has to be a tran- 
sition period, and the quicker you start, the quicker you obtain the 
final result, if it is a good result and if it is to be worthwhile. 

Mr. Brunpace. That is right. 

Mr. Brown. So now the problem pending before this Committee, 
and the Congress, is to determine whether this is a good policy or 
a bad policy, and you believe it is a good one to have legislation of 
this type? 

Mr. Brunpace. I do. 

Mr. Brown. Now I would like to ask you 1 or 2 questions for my 
own information. I will let the rest of you listen in. I have an awful 
time trying to follow this budget, myself. I spent 5 years as a member 
of the two Hoover Commissions trying to study this. It has become 
so large and extensive that it is almost impossible for anyone, or any 
Member of Congress even, to comprehend what is going on in 
Government. 

Now, I have had given me by members of the Appropriations Com- 
mittee who appeared before the Rules Committee, two different figures 
about the increase that has been requested in Government personnel ; 
that is civilian employees of the Government. 

What does this new budget that we are working on now, carry in 
the way of increased personnel? I have heard 68,000 and 105,000. 

Mr. Brunpace. My recollection is 30,000 up over 1957. Do you 
have that figure ¢ 

Mr. Focxr. No, sir. 

Mr. McCormack. Why don’t you let Mr. Brundage put that in the 
record, 

Mr. Brunpace. I can supply that. 

(The following information was supplied by the Bureau of the 
Budget :) 


Employment on June 30, 1958, based on budget estimates, is forecast at 
2,448,000, an increase of 30,000 over the 2,418,000 forecast for June 30, 1957. 
Actual employment at the end of January 1957, was 2,375,000. 

Recent news stories concerning proposed increases in Federal employment 
have been based on a comparison of actual employment at the end of January 
1957 and the forecast for June 30, 1958. The actual difference between the 
figures for these dates—73,000—includes: (a) an estimated 20,000 summer 
seasonal employees who are included in June employment each year; (0b) ap- 
proximately 23,000 additional employees estimated to be required to carry on 
approved or recommended programs for the rest of fiscal 1957; and (c) the 
30,000 increase during fiscal 1958 mentioned above. 


91064—57—_6 
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Mr. Brown. I would agree to have that. 

Mr. McCormack. I agree with Mr. Brown that the figure should 
be established because it has been floating around. 

Mr. Brown. So we can know definitely. I think the Congress and 
this committee is entitled to know definitely, because we may want to 
make a more thorough study of manpower some day. In some of 
the bills that have already been before the House, we have been in- 
formed on the floor by members of the Appropriations Committee, 
who should know the answer, that in many instances increases in the 
number of employees for a department have been requested, without 
any increased duties being placed upon that department, in spite of 
the fact that the same department was not using all of the employees 
which were authorized in previous appropriation bills, now why was 
that, Mr. Brundage? 

Mr. Brunpace. Well, there is a little confusion, I think, from the 
statistics. Of course, all of the departments and agencies practically, 
certainly the Bureau of the Budget, take on more of our new staff 
in June thany any other month, because that is the time when colleges 
let out and we try to take on select college staff at that time. 

Mr. Brown. Is that because you need them, or because the boys 
want work ? 

Mr. Brunpace. It is because we need them. Also, the boys want 
work when they get out and if we don’t take them, they go into in- 
dustry and we can’t get them. 

Mr. Brown. You mean you keep them permanently ? 

Mr. Brunpace. Yes, we have to hire them in June in order to get 
the right type that we need. 

Mr. Brown. Let me get this straight. I am just a country news- 
paper editor, and I am not very bright. 

Mr. McCormack. Don’t be deceived by that latter statement. 

Mr. Brown. In other words, you increase the number of employees 
for these different departments when the manpower becomes available. 

Mr. Brunpace. That is right. 

Mr. Brown. In June or July when the colleges let out, in spite of 
the fact. now, that you do not use, or need, all of ‘the personnel that has 
already been authorized. 

Mr. Bru NDAGE. Well, we try to keep a certain supply of fresh blood 
coming in all of the time. 

Mr. Brown. Whether or not you need them you keep boys sitting 
on the bench as we call it in football ? 

Mr. Brunpace. No. We have them in training right away and in 
the Bureau of the Budget it happens to fit in quite well because that 
is when we are getting ready for the new budget season so we put 
them right to work. There isn’t any idle time at Fall. In Agriculture, 
and a lot of other departments 

Mr. Brown. How many more does Agriculture want this year? 
I have heard two figures on that. 

Mr. Brunpace. They have seasonal work. 

Mr. Brown. But they have to take on twelve or eighteen thousand 
more than they had the year before, that is what we can’t understand. 

Mr. Brunpace. No,they should taper off. 

Mr. Brown. Do you know of any department. outside of the De- 
fense Department, as announced by Secretary Wilson, which is taper- 
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ing off? I think they are hitting the bottle heavier instead of tapering 
off. 

Mr. Brunpace. There are some increases, there is no question about 
that. 

Mr. Brown. Well, in your urgent deficiency appropriation bill, a 
statement was made on the floor of the House, and in the report ‘of 
the Appropriations Committee, that the public assistance cases, for 
instance, had risen since 1950 by a little less than 3 percent, but that 
that the cost of administration had increased 75 percent. 

Why is that ? 

Mr. Brunpace. I don’t believe that is correct. The actual cost of the 
OASI has gone down per person. 

Mr. Brown. I am talking about the overall load, the overall case 
load has gone up less than 3 percent according to this report. 

Mr. Brunpace. This grants to States you mean / 

Mr. Brown. The cost to the American taxpayer for administering 
the public relief programs on, I suppose, both the national and State 
levels, had increased 75 percent, while the caseload had increased 
less than 3 percent. Now that, as a businessman, doesn’t make sense 
to me. 

Mr. Brunpaar. That doesn’t make sense on the face of it, but there 
is more to it than that. 

Mr. Brown. Well, would you have some of your staff make a note 
and get a copy of the re port that was given to the House by the Ap- 
propriations Committee on the first urgent deficiency appropriations 
bill, the first bill passed in the House ? 

Mr. Brunpace. I will be glad to. 

(The following information, prepared by the Department of Health, 
Education, and Welfare, was submitted by the Bureau of the 
Budget :) 


PUBLIC ASSISTANCE: REASONS FOR THE INCREASE IN THE FEDERAL SHARE OF 
EXPENDITURES FOR STATE AND LOCAL ADMINISTRATION 


1. The Federal share of expenditures for State and local administration of 
OAA (old-age assistance), ADC (aid to dependent children), AB (aid to the 
blind), and APTD (aid to the permanently and totally disabled) rose from 
$57.3 million for the fiscal year ended June 1950 to $97.6 million for the fiscal 
year ended June 1956, an increase of $40.3 million or 70.4 percent (table 1). 

. The reasons for the increase, and the estimated amount and proportion of 
the total increase attributable to each reason are as follows: 


Amount | Percent 


Millions | 
Total increase... = ol $40.3 | 100.0 
a) New programs added during 6-ye een no Federal contribution was made to 
these programs in 1950 se : 10.7 | 26. 6 
4) Salary increases_--.. 23.0 57.1 
ic) Salaries for addition: il staff to administer programs in ope ration both in 1950 and 
1956... ~ gekin 7 —_ 3.0 7.4 
(d) Increase in expenditures for items other than sal aries_..__. : ida dick celed 3.6 8.9 


A. New programs added during the 6-year period, toward which no Federal 
contribution was made in 1950, accounted for $10.7 million, or a little more than 
a fourth of the total increase. These include 45 new State programs for APTD 
(includes Puerto Rico and the Virgin Islands); 2 programs of AB (Missouri 
and Pennsylvania) which were operated without Federal participation in 1950; 
and 3 programs each in Puerto Rico and the Virgin Islands, for which Federal 
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participation was not available until the fiscal year 1951. Excluding these new 
programs, the percentage increase in Federal funds over the 6-year period was 
about 50 percent. 

B. Salary increases accounted for approximately $23 million or about 57 per- 
cent of the total increase. Over the 6-year period, it is estimated that the average 
monthly salary of public-assistance employees increased about 40 to 45 percent. 
This rate of increase was higher than for all State and local employees. Despite 
the higher rate of increase for public assistance employees, however, their esti- 
mated average monthly earnings of $298 in 1955 were lower than the average 
earnings of $316 for all full-time State and local employees and lower than the 
average of $342 for school employees in October 1955. 

In recruiting personnel for social work positions, public assistance agencies 
generally find themselves competing with the schools for available personnel. 
Public assistance agencies reported that over the 4-year period 1950 to 1954, they 
raised both the minimum and maximum salary for the caseworker positions by 
about 35 percent.” 

C. Salaries for additional personnel to administer programs in operation both 
in 1950 and 1956 accounted for $3 million or 7.4 percent of the total increase. 
In June 1956, 41,600 employees administered the same programs that engaged 
40,000 employees in June 1950. This represented an increase of about 4 percent. 
Over the same period, the total number of cases declined about 9.5 percent. The 
result was that workers had more time available per case in 1956 than in 1950 
and were able to do a better job of providing financial and other welfare services. 
Despite the decline in workload per visitor over the 6-year period, caseloads per 
visitor were still high in many agencies in 1956. Caseloads exceeded 200 per 
visitor in 18 States and were 250 or more in 6 States. With renewed emphasis 
on the provision of welfare services, these and other State agencies must seek 
reductions in caseloads in order to do a more effective job of providing both 
financial and other welfare services. 

D. Increase in expenditures for items other than salaries accounted for $3.6 
million or 8.9 percent of the total increase. Increased costs for mileage allow- 
ances, for rentals, and for equipment, supplies, and communications have re- 
sulted in a rise in expenditures for items other than salaries. Expenditures for 
these items comprises about 15 percent of the total expended each year. 
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TaBLe 1.—Public assistance: Federal share of expenditures for State and local 
administration, fiscal years ended June 30, 1950 through 1956 


[In thousands] 























Oli-age assistance, aid | Aid to the permanently 
All programs to dependent children, and totally disabled 
and aid to the blind 
Fiscal year ended | | 
June 30 Percentage | Percentage Percentage 
change change change 
Amount from Amount from Amount from 
preceding preceding preceding 
| year year year 
Wn teess= wet : $57, 281 +13.5 $57, 281 +13.5 
alten se = 65, 798 +14.9 63, 060 +10.1 
1962_.._. es 75, 533 | +14.8 70, 183 | +11.3 | +95. 4 
ee waren 81,715 +8. 2 75, 460 +7.5 | +16.9 
date <b auntie 85, 016 +4.0 77, 597 | +2.8 | +18. 6 
OEE saint ptr genitag en tng | 90, 416 | +6.4 81, 897 +5.5 | +14.8 
Ben nels 97, 584 +7.9 87, 664 | +7.0 +16. 4 
Percentage change, 1950 | 
Ctl BOE. ctatnecncuniesond +70. 4 (4 PO eu I ae eae ads 











1 Excluding costs of programs for which Federal funds were not available in 1950, i. e. 2 aid to the blind 
programs (Missouri and Pennsylvania) and all3 programsin Puerto Rico and the Virgin Islands, the per- 
centage change is +51.9. 


Source: Department of Health, Education, and Welfare, Bureau of Public Assistance, February 1957. 


1 Social Work Education, bimonthly news publication, vol. III, No. 3, June 1955, p. 3. 


Source: Department of Health, Education, and Welfare, Bureau of Public Assistance 
February 1957. 
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Mr. Brown. Now that sort of thing is what makes the people see 
red and makes a lot of Congressmen wonder whether your budget is 
sound and whether or not there shouldn’t be greater control put in the 
hands of Congress; and when we are going to put a stop to this ever 
increasing number of employees in Government. We have nearly 24% 
million now. Now if your answer is 105,000 more, it will run us up to 
about the 2,600,000 mark. 

Mr. Brunpace. We are plugging at that all of the time. I think 
it is a very important question. 

Mr. Brown. I don’t want to be unfair, but I still have the question 
in my mind of while you may be plugging at it, or somebody may be 
plugging at it, that the taxpayers are getting worse plugs than any- 
body else, and that you are not ac complishing much, because every time 
we look around these agencies are bigger and want more and are get- 
ting more and there are more employees. All any individual has to do 
is walk around—and that includes some of the buildings on Capitol 
Hill as well—through the Government agencies and offices and see 
just a multitude of employees, and if they are earning their bread, then 
some of us are killing ourselves with overwork. 

But I think it is a serious thing when we are faced with this situa- 
tion, and I believe firmly in this legislation or something of this type, 
that will give the Congress a better picture and a better control over 
the public spending. 

Now, last year we had a situation where the Defense Department 
came up and Congress put in—I believe—$900 million more. Finally 
we were told it was based on false information, and we were misled 
about it. 

Now, I understand we have some warships or battleships, and the 
Defense Department changed its mind about that type of construc- 
tion. They have spent a hundred million dollars or so and they don’t 
know whether to go ahead and finish them or junk them and lose 
money. Now, I agree with what vou and Mr. McCormack said on 
changing times, and you have to change your plans, but some of these 
things seemingly are not based on very sound judgment and, of course, 
your Budget Bureau, as I understand it, can’t go into the question of 
judgment. If you did, you would throw out half of Congress and 
three-fourths of the executive branch. 

Mr. McCormack. Don’t they go into the question of policy, Mr. 
Brown ? 

Mr. Brown. Well, do you—that is a good question—go into the 
question of whether it is a good policy to do certain things? 

Mr. Bruxpace. When the program has been approved by Congress, 
the agency prepares its recommendations for carrying out this pro- 
gram, and then we can’t go and say, “We don’t believe in the program,” 
but we can say that “We don’t think that you are carrying it out ac- 
cording to the intent of Congress, we don’t think your plans are con- 
servative enough, they are too liberal, they are too grandiose, and we 
think you are having too many people to carry it out.” 

We can do that kind of thing and that is what we are doing all of 
the time. 

Mr. Brown. Well, President Eisenhower vetoed a public works pro- 
gram last year and President Truman vetoed or held up a big public 
works project, saying it wasn’t the time to do it or the Government 
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couldn’t afford to do it and, of course, in my opinion, the executive 
department has to lead the way in economy, ‘and IT am a little disap- 
pointed in the situation that has developed on this big budget, but you 
still decide whether some project should have all of the money that 
somebody thinks it ought to have or whether it should be postponed ; 
you can still do that ? 

Mr. Brunpace. That is right. 

Mr. Brown. There is no way under the Constitution we can compel 
a President to spend the money that is appropriated. 

Mr. Brunpace. That is my understanding. 

Mr. Brown. And let me ask you one other question that I think is 
important and which I have watched dev elop here. What control do 
you have over these departments and agencies, in situations where the 
Congress has decided to cut down department A by 10 percent, to 
keep them from spending that 90 percent in 10 months, so that they 
are not absolutely broke at the end of 10 months and then rush in with 
a great emergency and practically compel the Congress to give them 
a a supplemental appropriation or deficiency appropriation? How 
close do you ride herd on that ? 

Mr. Brunpace. We try to watch it quarterly. We do make appor- 
tionments by quarters but, of course, there are a lot of seasonal factors 
that come in there and it is a question of judgment. Things change 
from one day to another. You may have a particular drought that 
causes a lot of increase in one department. 

Mr. Brown. Have you any idea as to the total amount of deficiency 
and supplemental appropriations that will be requested to finish out 
the fiscal 1957, we will say ? 

Mr. Brunpacr. Well. we have been combing them very, very care- 
fully and I don’t think there are any very large amounts still to 
come. 

Mr. Brown. We have had considerable already. you know. What 
percent of the original appropriations will these deficiency and sup- 
plemental appropriation bills run ? 

Mr. Brunpace. Well, we had a provision for contingencies, you 
recall, in the budget. That was $200 million for contingencies, that is, 
expected expenditures, for 1957, and T don’t think they are going to 
run as high as that. I am going to try to keep it well below that: total. 

Mr. Brown. Well, Congress makes cuts in appropriations, in the 
annual appropr ‘lation bills for various depar tments, and then invaria- 
bly the Congress is faced, either later in the year or when they come 
back in the next session, with the demand that supplemental or de- 
ficiency appropriations be passed to permit this department or agency 
to complete its functions through the balance of the fiscal year. Con- 
gress is criticized for that. 

Quite often the taxpayers say, “Oh, yes, vou make cuts and then 
hand it back to them later on,” but actually Congress is put in a posi- 
tion where it can’t do anything else, unless you are going to close 
down the departmental agency: and that, in my opinion, is because 
there is not proper control somewhere along the line in seeing to it that 
the departments don’t overspend in the first 9 or 10 months of the year 
the appropriations that have been given to them to run them for the 
entire year. 

Mr. Brunpace. We try to watch that. 
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Mr. Brown. Who do you have on that? 

Mr. Brunpace. Well, our regular staff watches that. 

Mr. Brown. How much time do you devote to it 

Mr. Brunpace. Almost always it is some unusual demand which 
causes it. Now this—— 

Mr. Brown. Well, we have always had unusual demands and emer- 
gencies. I have been living through an emergency now for the last 30 
years. 

Mr. Brunpace. Well, you have to expect it. 

Mr. Brown. You have to pass on emergencies, too, sometimes. 

Mr. Brunpacr. There is always a nor mal amount of abnor mality, 
you mean ¢ 
" Mr. Brown. I have to decide once in a while whether I am going to 
be able to pay the rent or buy my wife a new coat. It is an emergency, 
but you have to make a decision, and I think that is one of the great 
weaknesses of this budget system, or budgetary control of expendi- 
tures; and Congress is not in a position to ride herd and see that they 
just spend pro rata the amounts given to them. 

Now, the other question I would like to ask you is, What does your 
Bureau do, or what has your Bureau been doing to stop this practice 
that we have watched over the years—many of us here in Congress— 
of departments and agencies of Government paying overtime to their 
employees to work late the last 15, 20, or 30 days of the fiscal year to 
get rid of the money we have already given them so they can start the 
new year without any money in the bank, and so they wouldn’t have 
anything to return to the Treasury ? 

Mr. Brunpacr. We have hada drive on that for several years, to 
prevent June buying. 

Mr. Brown. What has been ace omplished ¢ Do you think you could 
lock the doors - all of these agencies and say, “Nobody can come in 
after 5 o’clock” 

Mr. Sout No, you can’t lock the doors. We just hammer, 
hammer on them all of the time. 

Mr. Brown. Now I have another question. This budget that we 
have before us, and which the country is talking so much about, $71.8 
billion or $71.9 billion is not, of course, the real budget. What is your 

cash budget going to be this year? How much are you actually going 
to spend in the next fiscal year ? 

Mr. Brunpace. It will be about eleven billion more. 

Mr. Brown. I have heard figures from 83 to 87 billion. 

Mr. McCormack. Are you asking for this fiscal year or fiscal year 
1958? 

Mr. Brown. 1958. 

Mr. Brunpace. I know where it is in my regular budget document. 

Mr. Brown. Perhaps someone else here knows, or can remember, 
how much you are actually going to pay out of the Treasury. Do you 
know what it will be for 1957? I would like to have both 1957 and 
1958. 

Mr. Brunpace. We had to make this condensed. 

Mr. Brown. I understand that. Just the amounts. 

Mr. Brunpace. The expenditures for the regular budget, are $71.8 
billion, as you know. 

Mr. McCormack. That is for 1958? 
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Mr. Brunpace. That is for 1958. 

Mr. Brown. Now, that is just the budget. What will be the other 
expenditures on top of that estimate ? 

Mr. Brunpace. The total expenditures under the trust funds are 
14.4 billion. 

Mr. Brown. That is under trust funds. 

Mr. Brunpace. That includes OASI, old age and survivors insur- 
ance, highway, $1.8 billion, unemployment insurance, $1.5 billion, 
Federal employees retirement, $600 million, Federal disability insur- 
ance $300 million, railroad retirements about $800 million, veterans 
life insurance $600 million, all other trust funds together, $1.4 billion. 

Mr. Brown. A total of what? 

Mr. Brunpace. $14.4 billion. 

Mr. Brown. Well, you add that to the $71.8 or .9 billion and that 
makes it up past—— 

Mr. Brunpace. $86 billion. But after you deduct transactions with- 
in the Government, cash payments to the public are about 83. 

Mr. Brown. So the figures I have been given are not too far off. 
Now, in addition to that you have other appropriations, haven’t you, 
that have been made, for which the funds have not been expended, be- 
sides the trust funds? For instance, how much do you have that is 
not obligated and expended in your foreign aid fund ? 

Mr. Brunpacr. You mean a carryover ? 

Mr. Brown. Yes, that you can spend without Congress authorizing 
any more expenditures. 

Mr. Brunpace. The total unexpended balance anticipated that will 
be carried over will be about $70 billion. 

Mr. Brown. About $70 billion of appropriated and authorized funds 
carried over? 

Mr. Bronpace. Into 1959. 

Mr. Brown. Part of those have been obligated and part of them 
will happen. 

Mr. Brunpace. That is right, most of them will have been obligated. 

Mr. Brown. Do you take into consideration when you make requests 
in your regular budget, the carryover funds that haven’t even been 
obligated or aren’t in the pipeline, such as foreign aid funds, which 
have run as high as $10 billion in carryover ? 

Mr. Brounpace. The total is around $10 billion for all appropria- 
tions, including foreign aid. 

Mr. Brown. Well, that would run the whole program for a couple 
of years, wouldn’t it, at the present rate, so we are appropriating for 
3 or 4 years in advance from now. 

Mr. Brunpace. No, this is appropriations for all agencies, $10 bil- 
lion. Foreign aid is nothing like that. 

Mr. Brown. Well, at one time foreign aid was $10 billion, as I 
recall, according to the testimony given before the Rules Committee, 
and I think last time it was $7 billion or $714 billion. Do you remem- 
ber, Mr. McCormack ? 

Mr. McCormack. Well, they have cut it down. I think your figures 
were right about a year and a half ago, but I think they have been 
reduced somewhat. 

Mr. Brown. You don’t know what it is now ? 

Mr. McCormack. The pipeline has been exhausted a lot. 
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Mr. Brunpace. My memory is the total carryover is around $4 bil- 
lion, but most of that will be obligated, I think. 

Mr. Brown. Well, the information I had from members of the com- 
mittee was that it was not obligated or expended in any way, and that 
was on top of what was in the pipeline. Now, how many military 
obligations do you have ? 

Mr. Brunpace. Estimated at June 30, 1958, $848 million is unob- 
ligated, but reserved for later obligation. 

Mr. Brown. That will be carryover ? 

Mr. Brunpaeer. Yes, for all foreign aid. 

Mr. Brown. In the total, that is both military and economic aid and 
all of the other forms, not just one? 

Mr. Brunpace. That is their estimate ; yes. 

Mr. Brown. But everything? 

Mr. Brunpace. Yes. 

Mr. Brown. Now let me ask you one other question and then I am 
through. Mr. Chairman, you have been very patient. With reference 
to this $900 million that was authorized by Congress because of the 
scare which was put into us relative to the great. airpower of the Rus- 
sian nation that we found out wasn’t correct, it is my undetrstanding 
this money we appropriated wasn’t expended for these planes. What 
has been done with it? Are you charging that off against the requests 
for this year? 

Mr. Brunpacer. No, it has just been put in with the general unob- 
bligated or the appropriated balances of the Air Force. 

Mr. Brown. In other words, the Air Force is getting their regular 
appropriation plus this other money ? 

Mr. Brunpace. No, that was taken into consideration. 

Mr. Brown. You took that off of their request ? 

Mr. Brunpace. We took it into consideration in preparing the re- 
quest for new obligational authority for the year. 

Mr. Brown. Now, is that a regular practice, Mr. Brundage, when- 
ever you find some agency or dé spartment of Government has talked 
Congress into appropriating more money than they actually needed 
that you just take this into consideration and reduce their budget re- 
quests for the next vear by that much? 

Mr. Brunpace. Oh, we take it into consideration as part of the obli- 
gational authority carried over just whether it was requested of Con- 
gress or not. It is added on to the total and then we compare that 
with their current needs and only ask for the difference. 

Mr. Brown. You do reduce the current needs if a department has 
the money laying there that they haven’t used ? 

Mr. Brcnpacr. Well, they make a new request, a new study each 
year, you know. This was taken into consideration in conjunction 
with their whole study for fiscal 1958. 

Mr. Brown. Let’s get it clear now. If a department has $200 mil- 
lion they have talked Congress into giving them that they haven’t 
used, then when you study their overall needs for the new fiscal year 
you take that $200 million into consideration and give them $200 mil- 
lion less than they actually would ask for otherw ise. In other words, 
you make them apply that on the coming new year’s operation, or do 
you just let them have that $200 million of unobligated funds? 

Mr. Brunpace. The effect is what you are indicating. We treat 
that as new obligational authority to be compared with their needs 
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for their programs and then we ask for enough more to cover their 
coming year’s programs. It is taken into consideration. It isn’t 
added on to their programs. 

Mr. McCormack. In other words, that $900 million is not reap- 
propriated by Congress? 

Mr. Brunpacr. No. 

Mr. McCormack. Well, why doesn’t it go into miscellaneous re- 
ceipts ? 

Mr. Brounpace. Unobligated balances of no-year appropriations 
don’t go into misc ‘ellaneous 1 receipts. 

Mr. McCormack. If we appropriated $900 million in good faith 
based on incorrect information that was given about the air strength 
of the Soviets then it is frozen—it is not spent. There is a freeze on it ? 

Mr. Brunpace. We put that with all of the other obligational au- 
thority granted by the Congress and the carryover and we said “Now, 
this is what you have : available for your programs.” ‘Then we go into 
the tiga ams, cull them over and come up with an agreed amount 
that they need and then we only ask for the additional that they need. 

Mr. McCormack. I can understand that, but I was wondering why 
this money doesn’t get into miscellaneous receipts. 

Mr. Brown. Either that or returned to the Treasury. 

Mr. McCormack. That is right, this would be returned to the 
Treasury. 

Mr. Brunpace. Well, you save the money, but it doesn’t get inte 
the Treasury because it never came out of the Treasury. 

Mr. McCormack. Well, why isn’t it reappropriated by Congress? 

Mr. Brunpage. Well, Congress specified originally that it should 
remain available to the agency until it is used. 

Mr. Brown. That just reminds me. In your opinion, would it be 
good or bad if we had a law that would not only provide for but re- 
quire the recapture of all appropriations that were not needed and ex- 
pended and put back into the Treasury so the Congress would have 
some control over this $70 billion that has been floating around ? 

Mr. Brunpace. I think you get that by this bill. 

Mr. Brown. You think this bill will do that? 

Mr. Brunpace. Yes. 

Mr. Brown. Completely? I didn’t understand that. 

Mr. Brunpace. That is one of the important things this is aimed at. 

Mr. Brown. Do you think this will require that unexpended appro- 
priations be returned to the Treasury ? 

Mr. Brunpace. Yes; you can’t carry over any obligational author- 
ity from the accrued expenditure appropriations. 

Mr. Brown. We might not want to appropriate that $900 million 
again after we had been fooled once. So if it went back to the Treas- 
ury, the Congress would have the authority to say what would be 
done with it instead of somebody downtown, that is what I am driv- 
ing at. 

Do you think that would be the case here ? 

Mr. Brunpacr. It wouldn’t go back to the Treasury because it 
hadn’t come out of the Treasury, but it wouldn’t be spent and it would 
not be carried over. 

Mr. Brown. It would be canceled, then, is that your view ? 


Mr. Brunpace. Yes. 
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Mr. McCormack. Well, if you did that in this case you would only 


add $900 million more to the Air Force budget that came up, wouldn't 
you? 


Mr. Brown. I don’t agree. 

Mr. Brunpace. Well, if it was a good program and it was some- 
thing that they ought to have, that Congress thought they ought to 
have, then they would give it, but it was not added on, on top of their 
other programed expenditures. 

Mr. McCormack. I am talking about the 1958 year now. 

Mr. Brunpace. Well, in any year it wouldn’t be added on, in 1957 
or 1958. 

Mr. McCormack. Well, your 1958 budget for the Air Force has 
tuken into consideration this $900 million, roughly speaking, that has 
not been used, is that correct ? 

Mr. Brunpace. Yes. 

Mr. McCormack. Well, if you had the annual accrued expenditure 
basis theory, then the Air Force budget, if it was the correct budget 
that you submitted, a tight budget, it would have to have $900 million 
more requested, wouldn't it ? 

Mr. Brown. No, a credit. 

Mr. Brunpace. I don’t think so. 

Mr. McCormack. Well, it would have to have more, wouldn’t it ? 
In other words, your Air Force budget is roughly speaking $900 
million less for 1958 than it would be if Congress in good faith, but 
based upon incorrect information from the executive branch, had not 
made the $900 million appropriation last year, up to this year. 

Mr. Brown. May I express the fervent hope that you are correct, 
but I am afraid that you will find that the budget is just the same as it 
would have been if the $900 million wasn’t floating around. 

Mr. McCormack. That is what I hope. 

Mr. Brown. That is what I am fearful of. I want to know whether 
this bill will reach that, or if some other legislation is necessary for 
the Congress to have paid back into the Treasury the money that 
hasn’t been used or needed, so that the Congress would again have 
control over that fund instead of somebody else. 

Mr. Brunpace. What I am trying to say is that the expenditure 
estimates I believe would have been the same for 1958 whether or not 
this $900 million had been appropriated. They aren’t any larger be- 

cause of that appropr lation. 

Mr. Brown. The expenditures aren’t any larger but the fact is the 
Air Force has this $900 million they didn’t spend on top of their regu- 
lar budget. That is what Iam driving at. 

Mr. Brunpage. No. That gives them a carryover, but it is taken 
into consideration in determining the new budget. 

Mr. McCormack. You talk about expenditures. What about ap- 
propriations? We know the difference between expenditures and ap- 
propriations. 

Mr. Brunpagce. If you put your appropriations on an expenditure 
basis it would be the same thing. 

Mr. McCormack. Well, you may be right. 

Mr. Brown. Let me ask you 1 or 2 other questions and then I am 
through. What is the overall budget that you submitted for the De- 
fense Department and the military agencies / 
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Mr. Brunpace. 38.5 for obligational authority, and 38 for expendi- 
tures for 1958. 

Mr. Brown. Now how much does the Department of Defense and 
the various branches of the armed services have in this carryover fund, 
this $70 billion we are talking about ? 

Mr. Brunpace. About $40 billion. Iam sorry, I didn’t come up with 
my regular file or I would have been able to give it to you immediately. 

Mr. Armsrrone. We have the individual items, but they aren’t 
totaled here. 

Mr. Brown. About how much does the Department of Defense re- 
turn? You men havea pretty good idea. 

Mr. Brunpace. At the ahet 1957 or the end of 1958 ? 

Mr. Brown. Well, the end of 1957, because that is what they would 
have left over to use in 1958. 

Mr. Brunpace. Well, it would be a little less than $30 billion of ap- 
propriations obligated and about $8 billion unobligated. 

Mr. Brown. Well, then, in other words, the Defense Department 
and the armed services will have as much money to spend which has 
already been appropriated as we are asked to appropriate in this new 
bill that will come up before us shortly. 

Mr. Brunpace. 25 is the estimated carryover, June 30, 1957, which 
is obligated, and 12 which is unobligated. 

Mr. Brown. Well, then, in other words, instead of this 38.5 billion 
we talk about that is in the 1958 budget, for the use of the Armed 
Forces, they actually have available to them or will have available to 
them on July 1, if we appropriate the 38.5 billion, better than $75 
billion. 

Mr. Brunpace. Yes; that is right. 

Mr. Brown. Which is a lot of money in any man’s language. 

Mr. Brunpace. Yes. 

Mr. Brown. And, of course, the American people think the Defense 
Department only has so much, they think the 38.5 is the top. In your 
opinion, should or should not the Congress itself rather than the execu- 
tive branch have control over these carryover funds and unobligated 
funds and appropriations that have not been expended during the year 
for which they were appropriated ? 

Mr. Brunpace. Well, I think they should have the control that we 
are providing for in this bill. 

Mr. Brown. Now, you are sure this bill will do that ? 

Mr. Brunpace. Yes; I think so, but I can’t be sure. 

Mr. Brown. Well, if you can think of any way to strengthen it, to 
make certain it will do just that, it will be helpful, I feel; because, cer- 
tainly, one of the big problems we are faced with is this huge carry- 
over of funds that are appropriated so that when somebody is in the 
flush of some great activity or has some great sentiment for a particu- 
lar thing, he gets huge appropriations and then they can just run on 
and on and on, even though time has proved such appropriations were 
ill advised and unnecessary for the benefit of the people. 

Mr. Brunpace. I personally feel you can have a better control over 
contract authorizations provided for in this bill than you do by ap- 
propriating ahead. I know that some of the Members of Congress 
don’t feel that way, because of what they consider to be unfavorable: 
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experience with it, in years gone by, but I don’t think it was operated, 
as we propose to operate it, when we get an accrued expenditure ac- 
counting system in the Government. I firmly believe it will give you 
much better control. 

Mr. Brown. Of course, I find nothing in the legislation that re- 
quires the money to go back into the Treasury, directly, where the 
Congress has to reappropriate it. Do you think it actually does? 

Mr. Rarrarorr. Well, the legislation provides that appropriations 
which have not been used shall be canceled. It has the same effect 
as what you have in mind. 

Mr. Brown. But the money remains allocated to that particular 
agency. 

Mr. Raprarorr. No; the appropriation is canceled. 

Mr. Brown. It is just left im the Treasury for us to draw against 
then. 

Mr. Brunpace. Yes. 

Mr. Brown. That isall, Mr. Chairman. 

Mr. McCormack. Mr. Brundage, the budget really starts about 18 
months before it is presented. 

Mr. Brunpacr. About a year before it goes to Congress. 

Mr. McCormack. So the present budget was started about 15 or 16 
months ago. 

Mr. Brunpace. Well, it initially began in January of last year; 
yes. 

Mr. McCormack. Now, in all that time there is consideration and 
it is carefully gone over in your Bureau and without going into all 
of the details, when it comes up it is the President exercising his con- 
stitutional responsibility in submitting what he thinks to be a proper 
budget. 

Mr. Brenpace. Yes. 

Mr. McCormack. And, of course, the Bureau of the Budget and 
all of the agencies are supposed to be surveying or resurveying the 
portions of the budget within their departments or agencies sent up— 
the Bureau of the Budget in the overall picture, particularly where 
there are large appropriations would concentrate attention, to see 
whether later developments justify an increase or decrease; is that 
right ? 

Mr. Brunpace. That is right. As a matter of fact, this isn’t any- 
thing new. We have been doing this every spring right along. 

Mr. McCormack. And the emphasis I suppose is on trying to see 
where it can be reduced ? 

Mr. Brunpace. That is what I am after all of the time. 

Mr. McCormack. Now, I realize that while the budget is in process 
there is difficulty, but after a budget message is submitted, then I would 
assume in practical operation, and if I am incorrect I wish you would 
correct me and give me the reason why, that concentrated efforts could 
be more devoted on how reductions could be made; is that right, would 
that be a fair assumption ¢ 

Mr. Brunpacr. Well, actually if you look through the past budgets 
you will see that we have been able to save in quite a few places by 
economies, cutting down on personnel, and soon. The trouble is these 


other things have come in, defertse and these other special things, which 
have made it go up. 
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Mr. McCormack. But you have had plenty of time now, a lot of 
time, to give consideration to the items contained in the President’s 
executive budget ? 

Mr. Brunpace. That is right. 

Mr. McCormack. And the only one you told us was the one we read 
about in the newspapers; Congress wasn’t advised, I am not criticizing 
that, but we learned through the newspapers of Mr. Cole’s announce- 
ment. Is that the only one in all this period of long consideration 
that you, the Director of the Budget, can tell the Congress, through 
this committee, that any reduction can be made in the President’s exec- 
utive budget for 1958 ¢ 

Mr. Brunpace. Well, we saved substantially by not sending up sup- 
plementals. I haven’t totaled it up and I can’t total it up, but we will 
have had in the budget for 1957, 1 am talking about now, we haven’t 
started sending up 1958, we hope we won’t have to, but we had pro- 
vision for legislation and for certain things in the 1957 budget—for 
fiseal 1957— which was in the 1958 budget message that we haven’t set 
up, and that will be a very substantial figure that we have been able 
to save. 

Mr. McCormack. I know, but shouldn’t you be in the position in 
the next few weeks to let the Appropriations Committees of Congress 
know where the 1958 budget may be reduced, selective rather than a 
meat ax? You have to be careful. You might get a reduction where 
it would hurt the most, unless there is that complete cooperation. I 
am simply saying that. I think I have a little experience, and I have 
a little knowledge in my years as to what is likely to happen. I have 
seen it happen. 

Mr. Brunpace. Well, I am going to try, but I have to be a little 
careful I don’t get caught by volunteering something in the light of 
insufficient information and then find it comes up and I got stuck and 
have to send up a supplemental request, then I would be in a bind. 

Mr. McCormack. Suppose you find when defense and foreign as- 
sistance comes up that there is a sharp cut, that the President, for 
example, feels is inconsistent with the national interest. How would 
you feel then ? 

Mr. Brunpace. Well, I would have to see what the President wanted 
to do about it under those conditions. We can, as I said before, cut 
this budget very substantially, if you are willing to cut programs. 
That is where the difficulty lies. 

Mr. McCormack. But in response to Mr. Brown’s question you said 
if the authorization bills weren’t passed, the appropriations wouldn’t 
have to come later. You realize every authorization bill is approved 
by the President, don’t you ? 

Mr. Brunpace. Yes. 

Mr. McCormack. So there is his responsibility there. You realize, 
of course, that probably most of these major authorization bills are the 
result of recommendations received by Congress from the President—I 
am not talking about President Eisenhower, but a President, or from 
departments and agencies; you realize that, don’t you ? 

Mr. Brunpacr. Well, some of them are added by Congress but the 
large number come from the President. 

Mr. McCormack. Surely. Now, vou said the estimated cash ex- 
penditures for 1958 were $86.2 billion. What is the estimated cash ex- 
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penditures for this fiscal year? What was the estimate when the 
budget was submitted, and I would like to know if there has been any 
revision. 

Mr. Brunpace. It is a little less than that. I know highways were 
up a little. OASI wasup. My guess would be several billion dollars 
lessin 1957. I will give you the exact figure. 

Mr. McCormack. Well, you can put it in the record if you want, 
Mr. Brundage. I realize you can’t pick these figures out of the air and 
any questions I ask of you involving figures, I want you to edit them 
to be sure. 

Mr. Brunpace. Well, I don’t have the regular file. 

Mr. McCormack. Suppose I ask this question and ask you to put 
it in the record: What would be the estimated cash expenditures for 
1957 when the executive budget for 1957 was proposed, and what is now 
estimated as of today to be the cash expenditures for 1957 ? 

Mr. Brunpace. I can give it to you. The trust fund is $12 billion 
estimated in 1957, as against $14.4 billion in 1958, and your expendi- 
tures 

Mr. McCormack. No, no, I wasn’t comparing those. I mean what 
was, one, the estimated cash expenditures for 1957 when the executive 
budget 

Mr. Brunpage. 80.9. 

Mr. McCormack. I thought it was around $80 billion. Now, as of 
today, is it estimated that that will be increased before June 30 of 
this year, or decreased ? 

Mr. Brunpace. I will be glad to supply that information for the 
record. 

(The following information was submitted by the Bureau of the 
Budget :) 

The estimated cash payments to the public in the 1957 budget were $72.9 bil- 


lion. On the basis of data available as of April 1, 1957, the estimated cash pay- 
ments to the public for 1957 are $78.3 billion. 








Mr. McCormack. Do you know whether or not the tax revenues for 
this year are going to be higher or less or about the same as was 
estimated ¢ 

Mr. Brunpace. I couldn’t tell you at the moment. 

Mr. McCormack. Would you find out ? 

Mr. Brunpacer. After the 15th of April, I think we will know. 

Mr. McCormack. Now Mr. Brundage, in response to a question of 
Mr. Brown, you said that the passage of this bill—and_ you gave one 
of the main reasons—that a later President—if President A put as 
much as he could into operation on the accrued expenditure accounting 
basis, that President B later might change it and passage of the bill 
by Congress might bring about firmness. Well, you recognize that a 
later Congress might repeal the law. 

Mr. Brunpace. Surely. 

Mr. McCormack. The opposite is true, too, that is correct, isn’t it ? 

Mr. Brunpace. Yes. 

Mr. McCormack. Well, you say there is about $70 billion carryover 
balance. Iam not asking you to do it, but you admitted that the Presi- 
dent has the power if he wants to, to put us on an annual accrued ex- 
penditure accounting system, and that would mean he could extend 
the present extent to which we are on that system. I assume that there 
are some contracts—well, we will pick it out of the air, the Defense 
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Department for aircraft carriers, airplanes, is that right, covering a 
period of 3, 4, or 5 years 4 

Mr. Brunpage. That is right. 

Mr. McCormack. Why couldn’t the President in his generosity say 
to Congress, “Reclaim some of that, just appropriate as much as we 
need this year and then we will come up the following year and get it 
from year to year.” Why couldn’t he in his generosity do that and 
we could very easily reclaim some of that we have heretofore appro- 
priated and we could cut the President’s budget. It would be a phony 
cut, but we could do it just the same, couldn’t we # 

Mr. Brounpace. I think it would necessitate a change in the whole 
obligation procedure in the Department, particularly in Defense, 
where, of course—— 

Mr. McCormack. I am not advocating it. 

Mr. Brunpace. I personally don’t think that we could do it with- 
out some legislation or without some definite approval of Congress. 

Mr. McCormack. Or overall action by a President. 

Mr. Brunpace. Well, I am not sure that the President could do it 
without action by Congress. That would be my feeling. What do 
you feel, Art? 

Mr. Focxe. I think the President could, Mr. Brundage, if he so de- 
sired, but as Mr. McCormack said a while ago, that would probably in- 
volve some change in the rules because it would also involve contract 
authority. There might be some difficulty about doing it now. 

Mr. McCormack. A change in the rules, of course, is entirely differ- 
ent from a change in the law, under that. 

Mr. Focxe. Yes. 

Mr. McCormack. In other words, if the President wanted, he has 
the power to do it, and if he sent it up, Congress would have difficulty 
in challenging him, wouldn’t they ? 

Well, I won’t ask you that question, that is all in the future. 

Mr. Bronpace. I wouldn’t want to send it up without the approval 
of the Appropriations Committee. I wouldn’t want to make any 
change in that. 

Mr. McCormack. Well, I won’t comment on that. I wonder if you 
would tell me the purpose of the apportionment system and briefly 
how it works, this three months’ review. 

Mr. Brunpace. I think the idea is to do what you say, to try to pre- 
vent agencies from spending more relatively in the first quarter and 
then having to come up with a supplemental later on. 

Mr. McCormack. Now, how much money did you impound last 
year and where ? 

Mr. Brounpace. We apportion it by quarters. I couldn’t tell. We 
did reserve some amounts. I don’t know what the amounts were. I 
wouldn’t have any idea. 

Mr. McCormack. Will you put it in the record ? 

Mr. Brunpace. Yes, we can get that and put it in. 


(The following information was submitted by the Bureau of the 
Budget :) 
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Amounts reserved at close of fiscal year 1956 


Funds appropriated to the President: 


Military assistance... -__- 
Direct forces support...-- 


International Cooperation Administration 


Executive Office of the President: Special projects 


Discharge of investment guaranties. ............- 


Total, funds appropriated to the President_--- 


Independent offices: 
Atomic Energy Commission_ --- 


Boston National Historie Sites Commission_.-_- 


Central Intelligence Agency 
Farm Credit Administration_-. 


Federal Coal Mine Safety Board of Review. 


Federal Mediation and Conciliation Service _- eit 
National Advisory Committee for Aeronautics-_-__- 


National Mediation Board__. 
National Science Foundation-. 
Renegotiation Board... _.-- 
Selective Service System_.__- 
Smithsonian Institution. 


Subversive Activities Control Board 


Tennessee Vallev Authority - _- 


' United States Information Agency 


Veterans Administration 


Woodrow Wilson Celebration Commission 


Total, independent offices. 
Housing and Home Finance Agency. 
General Services Administration 
Department of Agriculture: 

Soil Conservation Service 


Farmers’ Home Administration 
Forest Service 


Rural Electrification Administration 


Commodity Credit C orporation. 
Commodity Stabilization Service 
Agricultural Marketing Service 


Total, Department of Agriculture -- 


Department of Commerce: 
Public Roads 
Census Bureau . 
Bureau of Standards 
Civil Aeronautics Administration 
Weather Bureau 
Maritime activities _ - 


Total, Department of Commerce 


Department of Defense 
Office of the Secretary --.- 
Department of the Army... 
Department of the Navy- --- 
Department of the Air Force 


Total, Military functions. . 


Total, Department of Defense - - - 


Military functions: 


Department of Defense—Civil functions_. 


Department of Health, Education, and Welfare: 


Office of Education _- 
Public Health Service 
Howard University 

Food and Drug Ac {ministration 


Total, Department of Health, Education, and Welfare--. 


91064—57 -T 





| Reserves for 
| sav ings 


ae 000, 000 | 


20, 000, 000 | 


15, 000 
sy i 175, 000 
327, 400 


Reserves for 


obligations | Reserves for 
to be in- other con- 
curred in tingencies 
subsequent 
years 





$66, 699, 830 |.........--._- 

616 6@-|..dmas 

15, 239, 600 

96, 215, 875 ‘164, 869, 4 445 
| 

88, 244, 000 | 165, 164, 767 
32, 000 





3, 600,000 |... 
3, 052, 113 | 


sated 5, 000 
ania 7,000 

6, 883, 037 vd 
fe Silla 606, 000 lnseseammedeales te 
eda te LRT 701, 300 


16, 790 |. 


6, 500, 000 


27, 398, 190 
370, 500 


"1, 474, 233 


6, 000, 000 | 


6. 000, 000 } 


48, 378, 080 


50, 000 


48, 428, 080 


"29, 153, 383 
57, 341, 917 


86, 495, 300 


__ 86, 3, 406, 300. 


| 


8, 000 
4, 154, 749 
542, 159 


4, 704, 908 


2, 223, 083, 732 | 


3, 579, 701, 108 


ct) eeprre 
7A 0 G08 Lis cc cacidsnnne 
19: 000 Sn cents 

203, 730, 763 | 


550, 583, 600 


100, 000 
32, 713, 490 |-.--...- 
58, 270,06 | bods aetodiod 


53, 279, 606 oefanmen 
anaemia 934, 914 
yt ae a oe 
254, 442 | 48, 000 
114, , 008, 555 982, 914 





SS 


| 


769, 314, 212 | 232, 153 


1, 102, 533 | 1, 000, 000 
wuouladaonss]—-< 0 SOR OR? 
1, 064, 390 esae« . 
59, 626, 881 | 25, 972, 704 

831, 108, 016 | 


40, 493, 844 


| 123. 920, 000 
649, 591, 795 

1, 800, 159, 927 

| 2, 500, 093, 042 


1, 350, 325, 722 


3, 573, 409, 454 | 5,078, 764, 764 


6, 291, 654 2, 590, 977 


5, 076, 355, 741 


3, 560,000 | «2, 221, 000 
77, 523 | as 
586, 382 | ee 
4, 223, 905 2, 221, 000 
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imounts reserved at close of fiscal year 1956—Continued 





Res fou 
obligation Reserves for 
Reserves for to be in- other con 
savings curred in tingenci 
I auent 
re 
Department of the Interior 
Oil and Gas Division $20, 000 
Southwestern Power Administration $330, 000 
Bonneville Power Administration $4, 422, 000 : 
Bureau of Reclamation 2, 051, 190 1, 186, 238 
Bureau of Mines a . 7. 500, 000 
National Park Service cele 26, 180, 000 
Fish and W ilulife Service 6. 931, 226 
Burean of Indian Affairs 10, 000, 402 
Geological Survey 9, 600 
Total, Department of the Interior 1), HON a $18 1, 516, 238 
Department of Justice: Anti-Trust Divisiot 25, 000 
Department of Labor: Bureau of Employment Security 18, 670, 93 
Department of State 
Administration of foreign affairs 2, 373, 812 
International organizations and conferences | 193. 000 
International commissions 3, 471, O16 
Educational exchanges 3.171, 128 
Total, Department of State___--- ¥, O16, 856 193, OO 
Treasury Department 
Office of the Secretary_. 14, 059, 261 | 
Bureau of the Mint 4100, O00 
Coast Guard cs 357, OO 
Total, Treasury Department 19, 459, 261 357, OO 
Grand total 175, 916, 211 |5, 465, 148, 357 | 5, 471, 638, 183 


Mr. McCormack. Now, this system was intended as an antidefi- 
clelicy measure, was it not, in a sense ? 

Mr. Brunpace. Yes; it isto avoid that. 

Mr. McCormack. Now, did you need legislative authority to do 
that, or was that done administratively ? 

Mr. Brunpace. Yes; it is done under legislative authority. It is 
section 3679 of the Revised Statutes, as amended. 

Mr. McCormack. But it also served to control the rate of fund 
availability through the quarterly review of program needs, obliga- 
tions, and so forth ; is that correct ? 

Mr. Brunpace. I think it is in order to let us keep in close touch, 
too, with what is going on and they have to come back for every amend 
ment orevery transfer. It gives usa closer control, I think. 

Mr. McCormack. Well, in the annual budget, is it not possible for 
the budget reviewers to determine the status of obligations and bal- 
ances through this process ¢ 

Mr. Brunpace. As of any date do you mean ¢ 

Mr. McCormack. Well, you say you consider this about four times 
a year, and I assume within that period there is constant review. 

Mr. Brunpace. Well, it is a very cumbersome procedure, partic 
ularly in Defense, because it is broken down, of course, within vour 
services and then they have these big divisions of maintenance and op- 
eration, and procurement, and so on. All of this is done by break- 
down and not in total. 
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Mr. McCormack. Well, it would be possible for the budget review- 
ers to determine the status of obligations and balances ? 

Mr. Brunpace. We do it regularly. 

Mr. McCormack. But through this apportionment. it would be a 
means of doing that, a further means. 

Mr. Brunpacr. We receive reports regularly throughout the year 
on the status of each appropriation. 

Mr. McCormack. Now, in the annual budget review, does the Budget 
review the status of funds and obligations and balances? 

Mr. Brounpace. Oh, yes. 

Mr. McCormack. Has it been effective ? 

Mr. Brunpace. Well, I think it has accomplished a lot. I don’t 
think it has accomplished as much as I would like. 

Mr. McCormack. Do you know what the capitalization of the stock 
funds is in the Department of Defense such as cash, inventory, and 
receivables, the three of them ? 

Mr. Brunpacr. Do you know what the stock funds are ? 

Mr. Armstrong. We could put that in the record. 

(The following information was submitted by the Bureau of the 
Budget :) 


Capitalization of stock funds in Department of Defense as of Sept. 30, 1956 





Assets 
Deferred 
Cash Accounts Inventories Advances ‘*harge Total et 
receivable im other | 
assets 
l 2 3 1 5 (6) 

Crm ock fur d $615, 781,499 $392,754. 712 $7, 239, 643, 751 '$2. 361,849 ‘$53, 330, 278 $8, 303, 871, O89 
Marine Corps stock fund 46, 293, 455 183 632 413, 525, 938 22. 049, 417 482. 062. 442 
Navy stock fund 243, 985, 535 2,607,070 | 2, 206, 147, 892 _| 2, 502, 830, 497 
Air Force stock fund 253,077,180 | 151. 562.46 | 786,994. 814 16, 827,750 | 1, 238, 461, 790 

Total, all stock funds_ 1,159,137, 669 | 597, 196, 460 |10, 646, 312, 395 | 2,361,849 |122, 217, 445 |12, 527. 225. 818 

Capitalization (column 6 less column 7) 
: Capitalized | Appropriations Retained 
Liabilities nventories and reappro- earnings or Total 
net) priations deficit (—) 
8 9) 10) | (11) 
Army stock fund 2___- $83, 899, 624 | $9, 517, 066, 220 -$860, 900, 000 | —$436, 194,755 |$8, 21 
Marine Corps stock fund 10, 706, 592 542, 963, 787 59, 500, 000 12, 107,937 | | 47 
Navy stock fund 81, 476, O84 1, 692, 548, 991 76, 587, O13 22, 217, 509 | 2,42 
Air Force stock fund 171, 090, O73 930, 146, 420 221, 300, 000 84, 074, 703 1, 067, 
Total, all stock fund $47, 173, 273 12, 682, 725, 418 7, 487, 013 —510, 159, 886 112, 180, 052, ! 


1 Negative figures in column 9 represent rescissions, net. 
2? Data for Army stock fund are as of June 30, 1956, 


_ Mr. McCormack. If you can get that information, all right. Now, 
if inventories amount to 5 or 10 billion dollars in the stock funds. 
the Congress has to appropriate another approximate same amount 
to turn the stock over once, is that correct ? 

Mr. Brunpace. That is substantially the situation; yes. 
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Mr. McCormack. What is your view about Congress appropriating 
for the purchase of long stocks or stocks which are duplicated and/or 
triplicated in the services? 

Mr. Brunpage. Well, you shouldn’t appropriate and you are not 
asked to appropriate except for replenishment of what is used up. 

Mr. McCormack. Would you tell me what kind of items are in the 
stock funds, roughly speaking # 

Mr. Brunpage. Well, a lot of defense, as you know, they have 
working funds for operations, like depots where they may be charged 
for service. 

Mr. McCormack. There is food, clothing, thousands of items. 

Mr. Brunpace. Yes. 

Mr. McCormack. Some are used periodically, 2 or 3 or 4 times a 
year, others may not be used for a long period of time. 

Mr. Brunopace. That is right. 

Mr. McCormack. Do you have a workable standard that should ap- 
ply to stock-fund operations? 

Mr. Brunpace. They have been working on that. I have had some 
staff on that, both in Defense and GSA, and we have been able to 
accomplish quite a little, I think, in the last few years. 

Mr. McCormack. Has the Bureau of the Budget made a detailed 
analysis of the stock-fund problem ? 

Mr. Brunpace. We are working on it all of the time. I haven't 
made a special study and report on it; no. 

Mr. McCormack. I think that is all, Mr. Chairman. 

Mr. Dawson. Mr. Rogers. 

Mr. Rogers. I know you are in a hurry, Mr. Chairman, but I will 
avail myself of the opportunity to ask one or two questions. 

Mr. Brundage, you have stated that Public Law 863 which was 
passed by the last Congress is being implemented now and you feel 
will be helpful in getting more information from the agencies on the 
working of each of the departments, and do you feel that a logical step 
for the Congress to benefit from that law we passed last year would be 
to enact the provisions that you have discussed this morning and which 
are now before this subcommittee ? 

Mr. Brunpace. Yes. 

Mr. Rocers. In order that Congress may obtain the benefit. You 
feel that it would do away with this tremendous backlog of funds and 
give Congress a year-to-year control of funds? 

Mr. Brunpace. I do. 

Mr. Rogers. Now may I ask this: There has been some question as 
to whether this legislation is necessary. Of course, I think everyone 
is agreed the President could submit a budget on an accrued expendi- 
ture basis but, as a matter of practical fact, would the Congress have 
to appropriate in this way if the measure was submitted? There has 
been some indication that the Appropriations Committee, unless the 
Congress expresses its views otherwise, would prefer to appropriate on 
an obligations basis where they appropriate the full amount of money 
in the first year, say, they need for a five-year program. 

Mr. Brunpace. That was my understanding; yes. 

Mr. Rocers. So for the Congress to express itself would perhaps 
be wise and this legislation would be a result of it ? 

Mr. Brunpace. It would certainly be helpful to us, I believe. 
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Mr. Rogers. I think that is all, Mr. Chairman. 

Chairman Dawson. This legislation isn’t directed against the Ap- 
propriations Committee or to require them to do something, is it? 

Mr. Brunpace. Oh, no; it is an expression of policy as to the manner 
in which the budget may be presented by the Preaident. 

Chairman Dawson. I want to emphasize one question. There is 
nothing in this legislation, this proposed legislation, that cannot now 
be done by the President under existing legislation, is there? Let’s get 
that clear. And if so, what ? 

Mr. Brunpace. Well, I am a little more doubtful than my asso- 
ciates are on this because when we looked into it, it seemed to me 
that it would necessitate a real change in our whole procedures which 
should be approved, I think, and should be worked out in some detail 
with the Congress, particularly the Appropriations Committee. 

Chairman Dawson. This legislation does not require the President 
to do anything, does it ? 

Mr. Brunpace. No, sir. 

Chairman Dawson. It merely give him permission to do it. 

Mr. Brunpace. That is right. 

Chairman Dawson. And that permission to do this very thing is 
already contained in existing legislation ; is it not ? 

Mr. Brunpace. Well, that is where I am a little doubtful. In my 
study of the thing, I came to the conclusion that it would be very 
difficult to accomplish without some expression of the views of Con- 
gress. 

Mr. McCormack. Well, how do you know that if the President sub- 
mitted a budget upon this basis Congress would approve it by appro- 
priating in accordance therewith? Now there is the test. 

Mr. Brunpace. Well, I don’t know. 

Mr. McCormack. You are asking us beforehand to tie future Con- 
gresses’ hands, which you can’t do, no Congress can tie the hands of a 
later Congress, and Congress will never abdicate its rulemaking pow- 
ers. Every time you see it in a law, there is always that phraseology 
which says this shall be done but it shall not be done, because Congress 
isn’t going to abdicate by laws the rulemaking authority in connection 
with its own internal organization, because we are a coordinate branch 
of Government, so how do you know that Congress wouldn’t go along 
with the President who did send up a budget on this basis? 

Mr. Brunpage. I don’t know. 

Mr. McCormack. As a matter of fact, no President could send up a 
budget completely on an annual expenditure basis, could he; com- 
pletely ? 

Mr. Brunpace. Well, there would have to be some exceptions. We 
aren’t providing for it on everything. 

Mr. McCormack. Well, Mr. Brundage, I just want to get the 
benefit of your knowledge. I respect your authority. I have asked 
these questions to try to help me, and I believe that in probing you 
bring out either the strength or the weakness of the proposal. You are 
president and I am president of a big corporation, well, a corporation 
big or small, I don’t care which, only the larger the contract, the great- 
er the responsibility, and they have a contract for a 5-year period to 
do certain things or a 3-year period. 
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Wouldn’t you feel happier if you knew the money was appropriated 
to carry it out or it depended on Congress appropriating it from year 
to year with a 3-year or 5-year contract, how would you feel as presi- 
dent of that company ? 

Mr. Brunpace. Well, I think I might prefer an appropriation, I 
might prefer the present system, but I am not sure that it is in the 
interest of the Government. I am inclined to think we get a little 
closer control and better work if we didn’t have that, if we had a 
contract authorization. 

Of course, it depends on how it is operated. It has to be operated 
well, carefully, but I think it would be, and it seems to me that you 
could have closer control through contract authority for the making 
of the long-term contracts, with deliveries over a period of years which 
would then be authorized for the expenditures—appropriations for 
expenditures in the years in which the goods and services are to be 
received. That actually is the way most corporations operate, you 
know. 

The board of directors authorizes a contract authority but the actual 
budget is on accrued expenditure basis. 

Mr. McCormack. Well, do you recognize that Government might 
be in its relationship to the people as a whole and to the contracting 
parties in a somewhat different position from a corporation within 
itself might be? 

Mr. Brunpace. Yes; I merely mention that because you did. 

Mr. McCormack. Suppose we are on this annual accrual this year 
with this hysteria th: at exists, you have a contract, you have to get $5 
million for next year’s appropriation or $100 million to carry it out, 
suppose Congress didn’t appropriate it and Congress wouldn’t have 
to appropriate, it might not, it is the easy way to say we will do it the 
year afterward to get over this period of intensity, or call it anything 
you want to, do you think that would be good business? 

Mr. Brunpaee. That might depend somewhat on whether they in- 
tended to go ahead later on. 

Mr. McCormack. Well, suppose the executive wanted the appropr la- 
tion on the annual basis, and they were just picking out of the air a 
billion dollars to pay certain contractors for contracts previously en- 
tered into, the — and services as to which were to be received in the 
following yea Suppose Congress said we won't appropriate, what 
position are you in then ? 

Mr. Brunpace. Well, they would have to make such claims or assert 
such rights as they had. 

Mr. McCormack. You are now protected, the obligational business 
is protected. 

Mr. Brunpace. Yes. 

Mr. McCormack. And the carrying out of the contracts is pro- 
tected. 

Mr. Brunpage. Yes. 

Mr. McCormack. Have you given consideration to the fact that a 
situation like that on an annual accrual basis might be fraught with 
danger as to business, itself, and I am not a conservative, I am a pro- 
gressive, and I am amazed that some of these businessmen haven't 
thought of that. 
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Mr. Brunpace. We have discussed that a number of times. We have 
discussed it with business people, and we have found no objections. 

Mr. McCormack. All right. 

Chairman Dawson. I want to get back to the question of the effect 
of this legislation on existing legislation in order to determine whether 
or not the very thing which is being sought by this bill cannot now 
be done. I do that for this reason: The Hoover Commission made this 
recommendation. I am of the opinion that the President could have 
carried out that recommendation administratively. He did for some 
others. I am interested to know why this one wasn’t done that way. 
[ am interested to know why the President, the administration, has 
not sponsored such a bill, this bill if they had wanted it. It comes 
always as having been introduced by Members of Congress in order 
to carry out the recommendations of the Hoover Commission that was 
appointed by the President to instruct him, and I want to know why. 
I am trying to find out the reason why. Since this thing is so desir- 
able, it is O. K.’d by the Bureau of the Budget, and I am of the opinion 
that it could have been put into operation administratively; why does 
it come to us in this form, and certainly I think under the iaw, reading 
section 201, section 203, section 204, and section 205—I will read 205. 

Whenever any basic change is made in the form of the budget, the President in 
addition to the budget, shall transmit to the Congress such explunatory notes and 
tables aS may be necessary to show where the various items embraced in the 
items of the budget of the prior year are contained in the new budget. 

In other words, the budget account, it is an accounting account, 
itself, gives the President power to have put these things in and to have 
brought them into being, to have put them into use and practice, and 
so [ was wondering why it would be necessary since the Bureau of the 
Budget approves it, why it would be necessary for us to pass this act 
and what is to be gained by Congress passing it over and above what 
could have been done administratively. 

Mr. Brunpacr. Well, we gave consideration to that problem. Mr. 
Chairman, and I personally came to the conclusion that we wouldn’t 
want to do it administratively without the approval of Congress, and 
we had a number of discussions with members of the Appropriations 
Committee, and we explored a lot of possibilities. 

Mr. McCormack. Well, there are more Members of Congress than 
just the members of the Appropriations Committee. There are 435 
in the House and 96 in the Senate, you know. I realize the reason for 
talking with them, but you have to consider that oftentimes the Con- 
gress, itself, might act contrary to the reports from committees. 

Mr. Pincus. I have a question on that, Mr. Chairman. Your posi- 
tion is you have to consult with the Appropriations Committee, and 
certainly they have an interest, and that doesn’t seem to be quite- 
and this is an area in which you have authority—that doesn’t seem to 
be quite in line with the President’s position a year or so ago when he 
sent a message to the Congress saying it was unconstitutional for the 
Congress, itself, to provide i in a Defense Department appropriation 
act that a committee of Congress shall have something to say about 
the closing down of certain commercial-type facilities. 

So it seems to me that the Budget Bureau is on both sides of the 
fence on this issue. As Mr. MeCormack indicated, there is an entire 
Congress involved in this proposition. 
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Mr. Brunpace. Well, we didn’t feel that was the function of Con- 
gress, to direct the executive operation; it seemed to be unnecessary 
and undesirable. 

Mr. Pincus. No, that wasn’t the position taken by the President in 
his message. I think the position taken by the President in his mes- 
sage was that the law could not provide that a committee of Congress 
would make the final decision but that the entire Congress had to make 
the decision. 

Now here you are arguing on the other side of the fence that while 
you have the authority to do this, you won’t do it, even where the law 
doesn’t tell you to consult with a committee, unless you have consulted 
with a committee, and I am trying to find out whether those are just 
arguments to protect the Budget’s position. 

Mr. Brunpace. No, we felt that the entire Congress should express 
itself and that is why we are encouraging this bill. 

Mr. McCormack. Well, Mr. Brundage, you said the engineers now 
do it on an accrued annual expenditure basis. 

Mr. Brunpace. Yes; in effect. 

Mr. McCormack. Well, didn’t we in the Security Act, I think it is 
of 1949, isn’t it, I think it is title 4, we created the Comptroller in the 
Department of Defense. We gave him broad powers of accounting 
and budgeting. Why under that don’t they have the power to do it in 
relation to the rest of the Department of Defense if they want to? 
Will you look into that and give me your opinion? I know you can’t 
answer that offhand. 

Mr. Brunpace. Yes, sir. 

(The following information was submitted by the Bureau of the 


Budget :) 


Section 411 of the National Security Act, as amended (5 U. 8S. C. 172j), pro- 
vides that the powers of the Secretary of Defense under title IV of the act 
“shall be administered in conformance with the policy and requirements for 
administration of budgetary and fiscal matters in the Government generally 
* * *” Consequently, the form of the budget of the Department of Defense 
must be determined by the President, under authority vested in him by the 
Budget and Accounting Act, 1921. Whether the President could or should 
present the budget for any agency on an accrued expenditures basis without 
further legislation has been discussed elsewhere in the hearings. 

Mr. McCormack. But my understanding is they had the power 
within the Department of Defense. The Army engineers can do it, 
so certainly it can be extended. Now whether they should or not, 
is another question. 

Mr. Brunpace. They can go ahead with the installation of the 
accrued accounting, and in Defense, it is in the process of being put in. 

Mr. McCormack. It would be very helpful this year if you could 
let us know where we can reclaim some of these appropriations here- 
tofore made and then let us make them from year to year. It would 
be very helpful at the present time. We could cut the budget $10 
billion easily, but we wouldn’t be cutting the actual cash 
expenditures in the long run. And there is the possibility of Congress 
not appropriating and that means a violation of the contracts, con- 
tinuity of business, the feeling of security that business has with the 
knowledge that_ the money is appropriated, whether big or small. 
I don’t know. I just have an idea that that would play an important 
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part. It should play an important part in the minds of the average 
businessman rather than taking their chances, 

Mr. Brunpace. I personally don’t feel that it is a serious problem, 
because if Congress gave contract authorization, I don’t think that 
there would be any person that would doubt the willingness of Con- 
gress to see it through or make up. If you cancel it, then you have 
to pay whatever damages are provided in the contract. 

Mr. McCormack. Sure, but you say it wouldn’t make any difference. 
1 am surprised that it wouldn't make any difference with the average 
businessman who has not only his own money invested, but money of 
stockholders, other people, that it wouldn’t make any difference when 
he knows the money is appropriated to carry out the contract, and 
when he knows the money is not appropriated, only from year to year. 
With all due respect to you, it would make a difference with me, if I 
had my money invested and other people’s money invested, with the 
position that I occupy. 

I would feel awfully happy if I knew the money was appropriated 
to carry out any contract that I had made. For example, if you had 
to come up this year with a budget for next year of $86 billion plus 
or over $80 billion, do you think you would get it? 

Mr. Brunpace. Do you mean on the administrative budget ? 

Mr. McCormack. Well, the cash budget, the administrative budget, 
yes, the actual cash expenditures. 

Mr. Brunpace. Well, when you were talking about a cash budget, 
I thought you meant a total consolidated, that is what Mr. Brown 
was asking me about. 

Mr. McCormack. The total expenditures during the next fiscal year, 
calling it whatever you want. 

Mr. Brunpace. Administrative cash budget, no, I don’t think they 
would approve it. 

Chairman Dawson. Mr. Henderson. 

Mr. Brunpace. Mr. Rappaport mentioned that Congress in its own 
construction, additional House Building, Capitol powerplant and 
extension of the Capitol and Senate Office Building, is using contract 
authority rather than direct appropriations. 

Mr. Henperson. Mr. Brundage, one of the arguments against this 
legislation is that it would cost considerable money to put into effect. 
Do you know or do you have any idea what savings would be involved, 
actual concrete savings, if this legislation was put into effect? 

Mr. Brunpace. Our feeling is that the savings would substantially 
exceed the cost, but there isn’t any way of computing that in advance. 

Mr. Henperson. You have no specific figures, no estimates. 

Mr. Brunpace. The savings will be through the use of bet- 
ter accounting and financial information. It will enable better finan- 
cial management. 

Mr. Henverson. Mr. Brundage, when Secretary Humphrey re- 
ported on this bill he said he thought it should be amended—he favors 
the bill—amended to include specific contract authority. Do you feel 
that is necessary? I know in your testimony and in your previous 
report you assume that it would be granted in all cases. 

Mr. Brunpace. It was our original understanding that the Appro- 
priations Committees did have authority, but since it was pointed out 
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that there was some doubt about it, I believe that this amendment has 
taken care of it. 

Mr. Henverson. Well, I don’t think he was addressing himself to 
the rules of Congress. He was addressing himself to—I will read the 
sentence— 

We have now concluded, however, that the present text is not adequate because 
it does not affirmatively provide for contract authorizations. 

Mr. Brunpace. The amendment does, I believe. 

Mr. Henverson. The amendment? Mr. Rogers, would you feel 
that the amendment cures this criticism of Secretary Humphrey ¢ ¢ 

Mr. Rocers. I think it does. I believe it would cure it. It would 
give them authority to go ahead and put in contract authority. 

Mr. Hmnverson. Would it be possible, Mr. Brundage, to submit for 
any one agency which is not now on an accrued expenditure basis, a 
budget for the next. fiscal year on such a basis in addition to the 
present form of obligation budget ? 

Mr. Brunpace. I will be elad to try, yes. 

Mr. Henpverson. Well, do you think that would be a feasible method 
of going into the new program ¢ 

Mr. Brunpace. W ell, we could pick out one of the easier depart 
ments. I wouldn’t want to tackle Defense right off the bat. 

Mr. Henperson. That is all. 

Chairman Dawson. Mr. Pincus. 

Mr. Pincus. I have a couple of questions. Mr. Brundage, it is 2 
years now since the Hoover Commission made its recommendation, is 
that not so? 

Mr. Brunbace. That is right; yes. 

Mr. Pincus. Well, how many appropriation items are there in the 
budget annually, roughly speaking ¢ 

Mr. Brunpace. Four or five hundred, I should think. 

Mr. Pincus. Has the Budget Bureau reviewed those to see how many 
of them would fit into the accrued expenditure basis of appropriation ¢ 

Mr. Rarrarorr. They would all fit in. There would be no difficulty 
as soon as the time has arrived when the information is available. 

Mr. Pincus. Do you have any idea, could you tell the Congress in 
any way, which appropriations and when they would begin to fit into 
this type of plan ¢ 

Mr. Brunpacr. Surely. We have a schedule on it now, I think. 

Don’t you 4 

Mr. Rarparorr. Well, we can prepare that. It is just a forecast. 

Mr. Prxcus. Do you have something that you could furnish that 
would indicate just how the present appropriations would be handled 
on a time basis, I mean fitting them into this accrued expenditure. 

Mr. Rappsrorr. Well, it would be easier to respond to that by saying 
it would take approximately 5 years. 

Mr. Prxcus. Five years, and all of them would be under it by that 
time ? 

Mr. Raprarorr. And I think by that time all of these could be put 
on that plan. 


Mr. Pincus. Well, I think it might be helpful to have some idea 


from the Budget Bureau which ones would fit in. Now obviously 


some of them will not. Now your interest on the national debt, that 
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is an appropr iation every year and you are not going to put that under 
it. There is no difference there, is there? You pay it every year. 

Mr. Brunpace. It wouldn’t make any difference. 

Mr. Pincus. It wouldn't make any real difference. I think it would 
be helpful, Mr. Chairman, if the Budget Bureau could furnish that. 
I have just one other question. On page 6 of your statement you 
give an example of how this new plan would operate, starting with the 

second full paragraph on that page, “Under the proposed procedure, i 
and so forth, where you point out that you lay out a program on 
a $3 billion a year basis for 5 years making $15 billion, and that under 
this proc ‘edure, after you have appropri lated the first $3 billion, if 
your expenditures only show 214, that the Congress would then have 

« basis for cutting back the accrued expenditure r request for the follow- 
ini year. 

Mr. BrunpaGe. Yes. 

Mr. Pincus. I believe that is the gist of your example. Now isn’t 
that substantially—leaving out the accrued expenditure basis—you 
are not inferring that Congress doesn’t know presently what is being 
spent each year before they appropriate for the next year, are you! 

Mr. Brunpace. Well, you don’t appropriate each year under the 
present system. You appropriate for a whole program which may 
cover several years. 

Mr. Pincus. But doesn’t this happen right now. When an agency 
comes before you and before the Congress, don’t you and the Congress 
have information as to the rate at which they have been spending ! 

Mr. Brunpaecer. Oh, yes. 

Mr. Pincus. And doesn’t that furnish the basis for your approval 
of the forthcoming appropriation in some part just as you indicate 
here ? 

Mr. Brunpace. That has to do with our estimate of the expenditures, 
but if you appropriate for an aircraft carrier for 5 years’ expenditures, 
right now, that does not come to Congress for review again in a form 
which requies Congress to take direct action on it. 

Mr. Pincus. But there are programs laid out just like this, for ex- 
ample, the dam construction. You don’t give them the money in any 
1 year to build the whole dam, do you? 

Mr. Brunvace. No. The dam constructions are entirely different 
from aircraft carrier construction. 

Mr. Prncvs. I am just trying to bring out there are cases where this 
is happening right now, aren’t there ? 

Mr. Brunpage. That is right, sure. 

Mr. Pincus. So that this is not an innovation and a complete im- 
provement over the present system. 

Mr. Brunpacer. Well, it is an innovation in certain areas and it is 
using what seems to us to be a sound procedure in these other areas. 

Mr. Pincus. Now one other question, Mr. Chairman. Do you have 
any idea what the size of the budget might have been this year as con- 
trasted to what it was if you were sending it up on the accrued ex- 
penditure basis? 

Mr. Brunpacr. No, I don’t. 

Mr. Pincus. Would the Budget Bureau be able to give us any idea ? 

Mr. Brunpacr. We can’t until we get the accounts on that basis. 
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Mr. Pincus. You mean you don’t have figures on the estimated ex- 
penditures by the agencies for the forthcoming fiscal year? 

Mr. Brunpace. Not accrued expenditures. 

Mr. Pincus. Just your total expenditure including carryovers from 
prior years, there is no way of breaking that down 

Mr. Brunpacr. We have the carryovers, but we don’t have the 
accruals in all of the departments and agencies. That is why we are 
putting that system in. 

Mr. Pincus. All right, thank you very much. 

Mr. Dawson. Mr. Brundage, your statement included a statement on 
each one of these bills. Do you feel that it is necessary that you should 
present that statement or would you want it put into the record ? 

Mr. Brunpace. I will be glad to put it into the record. 

(The statement of the Director of the Bureau of the Budget on the 
other bills before the committee is as follows :) 


H. R. 40 


H. R. 40 would require the President to submit a balanced budget to the Con- 
gress and to take such action during each fiscal year as would be necessary to 
keep the budget in balance. It would prohibit the Congress from passing ap- 
propriation measures which would result in the Government expending in excess 
of estimated revenues for any fiscal year. Its requirements with respect to appro- 
priation measures would not be mandatory in time of war or during periods of 
grave national emergency. 

We believe that the relatively inflexible expenditure ceilings provided by this 
bill would be unwise. We believe that the President should remain free to pre- 
sent to the Congress each year budget recommendations which he believes are best 
suited to meet national needs, and that the Congress should be free to act upon 
the budget without arbitrary restrictions which would be imposed by the enact- 
ment of this bill. 

H. R. 1170 


This bill would require that each annual budget include a special analysis of 
authorized active long-term construction and development programs and projects. 
Grant-in-aid programs would also be requirea to be included in this analysis. 

We believe that Congress and its committees should be supplied with what- 
ever information may be needed with respect to the analysis of the President’s 
budget. However, in our opinion, the detailed contents of the budget document 
should not be specified by statute, but should be left on a flexible basis so that 
they may be altered from time to time to meet changing needs and conditions, 
including requests of congressional committees. 

Much of the information requested by the bill is already available to the Con- 
gress, some of it in the budget and other parts of it in the agency justifications 
of the budget. Special Analysis G, beginning on page 1114 of the 1958 budget, 
summarizes the public works program. New cost-type budget presentations for 
several agencies, including for example, the Bureau of Reclamation, give detailed 
information on actual and projected cost by project; these appear in the respec- 
tive chapters of the budget. We expect to enlarge the coverage of these cost-type 
budgets in the 1959 and succeeding budget documents. 

With respect to grants-in-aid, the bill is not clear as to whether reference is 
made to grants-in-aid for construction, or to all grants-in-aid including those 
which are for other purposes. The budget already includes, as Special Analysis 
H, beginning on page 1127 of the 1958 document, a listing of the grant-in-aid 
programs and information with respect to expenditures during the 3-year period 
for which other budget data are shown. Because of the influence of economic 
conditions, legislative changes, and other factors upon grants-in-aid, we doubt the 
feasibility of making 5-year projections in detail in this field. 


H. R. 1171 ann H. R. 5941 
Both of these bills have the same general objective. H. R. 1171 would spe- 


cifically direct the Comptroller General to make investigations with respect to all 
agencies of the executive branch of the Government so as to enable the Appropri- 
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ations Committees of both Houses of Congress to give adequate consideration 
to items in the President’s budget and in the budget justifications, which relate 
to such agencies. 

H. R. 5941 calls for such investigations as may be requested by the chairman 
of either of these committees and authorizes the Comptroller General to employ 
personnel to carry out the purposes of the bill without regard to the civil service 
laws or the Classification Act. 

As we wrote you on February 4: 

“Section 312 of the Budget and Accounting Act of June 10, 1921, already pro- 
vides that the Comptroller General ‘shall make such investigations and reports 
as shall be ordered by either House of Congress or by any committee of either 
House having jurisdiction over revenue, appropriations, or expendituers’ (31 
U. S. C. 53). H. R. 1171 would apparently amplify and make more specific 
the implementation of that section. Since this relates solely to the agents and 
procedures to be used by the legislative branch in carrying out one of its func- 
tions, this office has no recommendation to make concerning the proposal.” 


H. R. 2000 


This bill would establish a new independent office of the United States Budget, 
nominally in the legislative branch, to which would be assigned the present 
functions of the President and the Bureau of the Budget with respect to budget 
preparation. The heads of executive agencies would be assigned the present 
functions of the Bureau of the Budget relating to budget execution. A balanced 
budget would be required under all circumstances. 

This bill is similar to H. R. 6558, 84th Congress, on which I testified before 
your committee on June 28, 1955. The objections raised in our testimony on that 
bill are equally applicable to H. R. 2000. 

Our views are summarized in the following paragraphs from our letter to the 
committee on March 8: 

“The fundamental issue involved is whether there should be removed from the 
President one of the basic responsibilities and mechanisms for carrying on his 
constitutional duties as the head of the Government. The processes of budget 
preparation and budget execution are among the best means available to the 
President for seeing that the functions of the executive branch are discharged 
effectively, efficiently, and faithfully. 

“The budget is much more than a compilation of figures—it represents a pro- 
gram plan for the Government, translated into dollars. The President as Chief 
Executive, is now responsible and should continue to be responsible for present- 
ing to the Congress a plan that represents his considered judgment. No one else 
is in an adequate position to prepare a budget that would have real significance 
to the Congress. For example, what attention would Congress wish to give to the 
recommendations of an independent Commissioner-General as to the amounts 
that should be appropriated on matters of significant policy—for the defense pro- 
gram, for agricultural purposes, or for the carrying on of foreign relations? 

“Adequate staff assistance and systematic procedural requirements for pre- 
paring the budget are a natural corollary to the President's responsibilities in this 
regard. The job of budgeting is not finished when the budget is submitted to Con- 
gress or when the appropriations are enacted by Congress, and therefore it is 
equally important that the execution of the budget (as reflected, for example, 
in the apportionment system) be carried on under the supervision of the 
President. 

“Not only would the bill move toward crippling the President’s leadership over 
the executive branch of the Government, but it also would probably result in in- 
creased supplemental estimates, duplication of efforts among central agencies, 
and a general increase of irresponsibility.” 

For the foregoing reasons, the Bureau of the Budget recommends against fav- 
orable consideration of any of these bills except those dealing with the preparation 
of budget estimates on the basis of accrued expenditures. 


Chairman Dawson. We find ourselves in this position. Wehave two 
other groups of witnesses. There is a quarum call on now. Mr. 
Stewart, you can wait until after the Comptroller General. 

Mr. Stewart. Yes, sir. Well, that is up to you, Mr. Chairman. 


Chairman Dawson. So we will adjourn until 2 o’clock and then we 
will meet at that time. 
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Thank you so much. 
(Whereupon, at 12:15 p. m., the subcommittee recessed to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Chairman Dawson. Will the subcommittee please come to order. 

We had this morning the Director of the Bureau of the Budget. 
xccompanied by his staff, who testified in behalf of the bills. 

At this time we are going to hear from the General Accounting 
Office. You are sitting en bane and will be led by Mr. Keller. 

Mr. Keizer. Yes, these gentlemen are with me today. 

Chairman Dawson. Mr. Keller, I am happy to see vou up with us 
again. You have been with us before quite often. We appreciate 
the contributions that you have made to us in the past and as the arm 
of the Congress we attach great worth to the things that you tell us 
and on this bill we are depending upon you to give us the best think- 
ing of the Comptroller General on this legislation before us. 

‘We will now hear from Mr. Robert F. Keller, assistant to the Comp- 
troller General. 


STATEMENT OF ROBERT F. KELLER, ASSISTANT TO THE COMP- 
TROLLER GENERAL; ACCOMPANIED BY E. H. MORSE, DIRECTOR, 
ACCOUNTING AND AUDITING STAFF; JOSEPH SULLIVAN, AS- 
SISTANT DIRECTOR, ACCOUNTING AND AUDITING POLICY STAFF; 
AND JOHN MOORE, ATTORNEY, GENERAL ACCOUNTING OFFICE 


Mr. Ketter. Thank you very much, Mr. Chairman. 

I have with me Mr. E. H. Morse, Director of our Accounting and 
Auditing Policy Staff, Mr. Joseph Sullivan, Assistant Director of the 
same staff, and Mr. John Moore, attorney from the General Counsel's 
office. 

IT ssenme, Mr Chairman, you want to proceed first with the accrued 
expenditure bills. 

Chairman Dawson. Yes. 

Mr. Ketirr. There are nine bills before this committee on the sub- 
ject of stating proposed appropriations on an annual accrued expendi- 
ture basis. All of the bills are designed to carry out recommendations 
Nos. 7 and 17 of the Report on Budget and Accounting of the Second 
Hoover Commission. 

Since all of the bills are intended for the same purpose, we would 
like to comment on the basic considerations rather than on any techni- 
cal differences in the individual bills. Our comments on these dif- 
ferences will be found in our individual reports which have been made 
to this committee. 

The bills under consideration provide for the submission of requests 
for appropriations on an annual accrued expenditure basis with cer- 
tain exceptions. 

Under this method, appropriations proposed by the agencies would 
be stated in terms of the charges for goods and services to be received 
during the budget year and payments otherwise authorized by law 
to be made during that same year. In other words, the amount of 

each proposed appropriation would represent the estimated amount of 
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financing required for the program of work to be conducted during 
the budget year. 

The proposed legislation provides that any accrued expenditures 
charged to the appropriation for a fiscal year but not paid during 
such year shall be merged with the similar appropriation for the next 
year to constitute a single account for disbursing purposes. 

The latter provision covers the accounts payable on June 30 of any 
year for goods and services received during that year. Any remaining 
balance of the appropriation shall cease to be available after the end 
of the fiscal year. 

We endorse the principle of stating appropriations on an annual 
accrued expenditure basis, together with the furnishing of cost data 
to the Congress as provided by Public Law 863, approved August 1, 
1956, and believe that it would provide great impetus to improved 
correlation of programing, budgeting, accounting, and funding of 
authorized Government activities each year. 

Congressional control of costs and expenditures can only be 
achieved by the maximum utilization of many tools. The stating of 
appropriations on an accrued expenditure basis can be a very im- 
portant tool for the Congress. 

This basis of stating appropriations is a natural extension of the 
cost budgeting enacted in Public Law 863. Under that provision of 
law, the agencies will prepare annual budgets which will show the 
estimated costs of the authorized programs and the inventories and 
other assets available for use in the performance of the programs. 
Budgets on this basis provide needed tools for management and contro] 
of Government programs and activities in terms of annual and total 
costs. 

However, since the present basis of stating appropriations is in 
terms of obligating authority, that is, the amount of funds to be ear- 
marked for contracts and orders covering current and future deliveries 
of goods and services, the amounts of the appropriations requested 
for any year under the present method are not, in many cases, closely 
related to the cost of planned performance under the programs during 
that year. This results in large carryovers of appropriation balances 
from year to year. 

The 1958 budget contains requests for appropriations and other obli- 
gating authority totaling $73. 3 billion. This is in addition to a $70 
billion balance of appropriations and other obligating authority car- 
ried forward from prior years, results in $143.3 billion proposed to be 
available to the agencies during 1958, with actual expenditures esti- 
mated at $71.8 billion. The expenditure figure is exclusive of trust 
fund payments which you discussed with the Director of the Budget 
this morning. 

The budget surplus or deficit is determined annually based on the 
difference between annual receipts and expenditures. But the appro- 
priations, on the present basis, are in terms of obligations against the 
current and future years. Establishing a direct correlation between 
annual appropriations and expenditures vests in the Congress amd the 
President a greater opportunity to control the level of operations dur- 
ing a partic salar budget year on the basis of conditions existing in 
that year. 

As matters now stand, Congress has little control over spending 
once the funds are voted, and the President has limited control over 
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spending after apportionments of authority to incur obligations are 
made by the Budget Director to the agencies. 

The present situation stems from the fact that congressional control 
Bins the appropriation of funds and Budget Bureau control 
through apportionments are both stated in terms of authority to obli- 
gate -ather than budgeted work plans for the cost of goods ie | services 
estimated to be received by the agencies. 

This does not measure currently the cost of progress or performance 
where long-lead-time items are involved. It is only when a program 
is totally completed that obligations approximate costs and then only 
if all resources have been consumed. 

Under the annual accrued expenditure basis of appropriations, Con- 
gress would base its appropriations of funds on the annual costs in 
relation to the seca tabaeaas obtained and to be obtained for those 
costs, in the light of current conditions and the inventories and other 
assets on hand, after considering the total estimated costs of a pro- 
gram. 

We believe that total estimated costs should be considered by both 
the agencies and Congress before a program is initiated in the Gov- 
ernment and while a program is being performed. Ali of the present 
safeguards of consideration and control of total program costs are 
retained under the annual acc rued expenditure basis of stating ap- 
propriations. Indeed they are improved because, in addition to. pro- 
viding for consideration of the total estimated cost, this method of 
determining appropriations provides a means of direct congressional 
control over the yearly segments of planned performance. 

The proposed method provides for an orderly review by the Con- 
gress of the amount of funds needed in any year in relation to the 
year-by-year accomplishments and their costs as compared to each 
year’s estimated performance and estimated costs, as well as the con- 
tinuing need of the program in relation to current national and inter- 
national conditions. 

An examination of the present-day practices in the long-lead-time 
areas—for example, in proc urement, construction, and research and 
development—involving extensive reprograming, a multitude of 
changes in engineering pl ins and specifications during the period of 
production of many items, and other factors, discloses the necessity 
for controlling total costs in terms of annual accrued expenditures. 

Because of these inherent factors in the operations involved, cost 
budgets as provided by Public Law 863, teamed with appropri: tions 
on an accrued expenditure basis, would provide a type of continuing 
budget presentation that would bring out the adequacy of manage- 
ment planning or the lack of it and would give the Congress an op- 
portunity to have a voice in setting the level of operations from year 
to year. 

It is inherent in the proposed annual accrued expenditure basis of 
stating appropriations that congressional authority be granted as nec- 
essary on long lead-time items for the issuance of contracts which pre- 
cede the phase of operations covered in an annual accrued expendi- 
ture appropriation. The Hoover Commission noted this necessity in 
its discussion preceding its recommendation No. 7. We believe that 
the necessity for for ward planning authorizations, both as to timing 
and amount, should be determined by the Congress as circumstances 
may warrant. 
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Of course, under whatever method may be employed in granting 
such authorizations, the need for them would be subject to annual re- 
view from the standpoint of the costs and accomplishments, both com- 
pleted and projected, and the proposed annual accrued expenditure 
appropriation. 

This authority has been exercised in the past by the Congress in 
the form of “contract authorizations.” The authority to include re- 
quests for such contract authorizations in the budget, which is con- 
tained in the present section 201 of the Budget and Accounting Act, 
1921, in view of the definition of the term “appropriation” contained 
in section 2 of that act, will not be abrogated by the provisions of these 
bills. 

It is a significant fact, however, that heretofore both the “contract 
authorizations” and subsequent appropriations “to liquidate contract 
authorizations” were stated in terms of obligational authority. Under 
the annual accrued expenditure basis of stating proposed appropria- 
tions, any necessary authority to enter into contracts and orders for 
future delivery of goods and services would be stated on the obliga- 
tional basis but the : appropriation of funds would be stated annually 
in terms of the accrued expenditures for the year based on the more 
precise planning possible on a year-by-year basis of planned per- 
formance. 

The need for contract authority, or any other form of obligational 

authority, in conjunction with annual appropriations on the accrued 
expenditure. basis, is limited to the areas of operations where forward 
contracting is required to provide an orderly flow of product. It will 
not ordinarily be required for salaries, allowances, travel expense, and 
other current administrative expenses. 

A question has been raised recently as to whether the granting of 
contract authority for long lead-time programs in an appropriation 
bill would be contrary to rule XVI of the Rules of the House of Rep- 
resentatives and rule XVI of the Standing Rules of the Senate and, 
therefore, subject to a point of order. 

It is my understanding that Congressman Rogers has offered an 
amendment to take care of this point. 

Mr. Henperson. Pardon me, have you read the amendment? 

Mr. Ketier. Yes, I have. 

Mr. Henperson. Do you feel that it does 

Mr. Ketter. Iam really not qualified to speak on that. Itis a matter 
that must be decided by the House and any opinion I might have 
would not have any finality to it. 

The determination of appropriations on the annual accrued ex- 
penditure basis, with concurrent authority to enter into contracts to 
insure orderly future deliveries of long lead-time items, is in no way 
detrimental to the interests of contractors. T hey would be paid for 
performance just as they are now, the only difference being that such 
payments would be made out of the funds appropriated by the Con- 
gress for that year and not out of funds appropriated in some past 
year. 

The Government’s liability to a contractor under a canceled ¢ 
terminated contract would be no different than the Cacemninaat’ s 
liability in similar circumstances under the present method of stat- 
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ing appropriations in terms of obligations. If, in the considered 
judgment of the Congress, a program entered into by an agency should 
be curtailed or eliminated in the best interests of the United States, 
the unperformed portion of the contract would be canceled and un- 
doubtedly the Congress would, if necessary, appropriate funds to pay 
for the termination. 

The year-by-year congressional control of program performance, 
inherent in the annual accrued expenditure basis of stating appropria- 
tions, provides the Congress with an improved current and continuing 
tool for exercising restraint over contracting on a program when ac tual 
costs are substantially exceeding the original estimated costs, when 
performance is lagging behind schedule, or when the conditions under 
which the program was originally approved have changed substan- 
tially. 

In view of the changes that are required in many agencies to place 
into effect the accrual accounting and cost budgeting practices author- 
ized by Public Law 863, which are necessary to support appropria- 
tions on an annual accrued expenditure basis, we endorse proposed 
subsection 201 (c) that permits flexibility in the timing of the change 
in the method of stating appropriation requests. It is believed that 
it is essential to approac +h such a change on the basis of individual pro- 
grams or appropriations rather than any sweeping across-the-board 

plan. 

First of all, the successful use of these practices presumes a basic 
foundation of adequate accounting and the ability to program effec- 
tively. These fundamentals do not exist in a number of significant 
areas. To endeavor to adopt the annual accrued expenditure basis of 
appropriation before the groundwork is laid for it could only lead to 
confusion and unsatisfac tory results. 

Moreover, the greatest advantages to be attained are in the are: 
of operations involving the long lead-time commitments, such as in 
major procurement, construction, and research and development. 
These appropriations are relatively few in number and it is logical 
to prove the value to Congress and the executive branch of the re- 
vised practices in such areas before complete adoption of the practices, 
Government-wide, in the areas where the advantages to be gained are 
significantly less. The selection of areas to be converted and the tim- 
ing of the changes should be a matter of mutual determination by the 
Congress, the Budget Bureau, and the individual agency. 

We believe that the proposed legislation, if effectively implemented, 
would provide both the President and the Congress much greater con- 
trol over Federal expenditures. We recommend its favorable consid- 
eration. 

Chairman Dawson. On page 8 of your statement, the selection of 
areas to be converted and the timing of the changes should be a matter 
of mutual determination by Congress, the Budget Bureau, and the 
individual agencies. Explain that operation. 

Mr. Ketirr. What we have in mind, Mr. Chairman, is that when 
an agency is to be converted to an annual accrued expenditure basis of 
appropriation, we think that it should be done, with the full coopera- 
tion and understanding of the Budget Bureau, the agency, and the 
Appropriations Committees. 
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Mr. Henverson. Then this bill would have to be amended, wouldn't 

t, because this bill leaves it entirely to the President. 

Mr. Keruer. The bill provides that the President shall make the 
conversion in such a manner and at such times as he may determine. 
Now our thought is that in exercising that discretion, he naturally 
chould work out the timing with the Congress and the agency 

Chairman Dawson. Do you have in mind the Me‘ ‘arthy pill? Do 
you discuss that ? 

Mr. Kreiier. Our comments are in a separate statement, Mr. Chair- 
rman. 

Chairman Dawson. Do you recall the contents thereof ? 

Mr. Kevrer. Yes, I do. 

Chairman Dawson. Would that satisfy this provision if that bill 
were passed, giving the General Accounting Office the authority er 
the machinery to keep up with this budget and follow it, as a branch 
of the Congress? 

Mr. Ketier. I think the McCarthy bill is a different thing. The 
MeCarthy bill, Mr. Chairman, as vou will recall, directs the General 
Accounting Office to make such budget examinations as the Appropria- 
tions Committee of either House may request. I would not under- 

and the MeCarthy bill to bring about in any way a change of the 
hasis of the budget t present ition or later on the basis of appropriations 

at may be made by Congress. 

Chairman Dawson. Would it suffice for Congress if that was passed 
through the General Accounting Office, that could be worked through 
the Appropriations Committee because that is the only purpose of 
that bill in the main. 

Mr. Keiier. That is right. 

Chairman Dawson. Then do you feel that it would suffice to get the 

nd soneht to be reached in that sentence there ? 

Mr Krixer. I think we are talking about something different. <a" 
HY what the Appropriations Committee would request us to do, 

‘ont know. Of course, we have had requests in the past from the nm 

pri ations Committees of both the House and Senate requesting us 
to make studies of individual items in the budget. Asa general rule 
here has been very little work done by the General Accounting Office 
n the area of examination of budget estimates. Ours has been more, 
we might say, on a postexpenditure basis. 

Chairman Dawson. Mr. Henderson. 

Mr. Henprrson. Yes, Mr. Keller, what effect would the passage of 
his legislation have on the operations of the General Accounting 
()ffice ? 

Mr. Ketier. I would say that it would have little effect on the op- 
erations. 

Mr. Henperson. Would it change in any substantial way your 
raethod of reviewing and auditing the accounts ? 

Mr. Kencer. Well, naturally we would take the matter into consid- 
eration and I believe that if appropriations are made on the basis of 
annual accrned expenditures, it may make it easier for us to pinpoint 
conditions that should be reported to Congress. 

Mr. Henperson. You believe it would be easier then under this 
legislation ? 
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Mr. Ketrer. Yes. 

Mr. Henperson. Did you hear Mr. McCormack’s question this morn- 
ing about possible contractors with the Government and the reluctance 
they might have in entering into a contract on a 1-year basis. 

Mr. Keuier. Yes, I did, Mr. Henderson. As you know, this pr oposal 
was considered by Congress last year and, of course, this year, and it 
has stood as a Hoover Commission recommendation for near ly 2 years. 
I personally have heard no complaint or fear on the part of the con- 
tractors. I may not be in a good position to hear those things, but none 
have come to my attention. I am also influenced to a considerable 
extent in answering your question by the background of the members 
of the task force who made this recommendation. They were, as I re- 

call, the comptroller of Lockheel Aircraft which is one of the large 
Government contractors, the chairman of the board of U. S. Rubber, 
the vice president of International Harvester, the vice president of 
the Burroughs Corp., and the president of Western Electric Corp. 
All of these gentlemen represent large business and if there was any 
fear on the point you mentioned it should have been brought out. It 
is possible that the task force people in the Hoover Commission, itself, 
may have had some discussions on that with the contractors, but I am 
not in a position to know. 

Mr. Henverson. Could you tell us what dollar savings might take 
place as a result of the passage of this legislation ? 

Mr. Ketuer. No, sir, I cannot. I know there have been various esti- 
mates of the dollar savings to be accomplished by the adoption of the 
Hoover Commission recommendations on budget and accounting. 

Chairman Dawson. A billion dollars somebody said. 

Mr. Ketter. I believe that was one of the figures mentioned. 

Chairman Dawson. We are looking for a part of that. 

Mr. Ketter. I have no hesitancy in saying there will be substantial 
savings. I am not in a position to document the savings and I per- 
sonally have some reason to question whether it can be accurately docu- 
mented, I say that for this reason: Right now most of our appropria- 
tions are made on an obligation basis. The appropriations are being 
made under conditions existing at the present time, this year. If we 
switched over to the annual accrued expenditure basis of appropria- 
tions, in the future you could not get identical conditions to make your 
comparison. But I do have no hesitancy in saying that we believe that 
there will be substantial savings. We also believe that Congress, it- 
self, will have a greater control over expenditures of funds and the 
programs of the agencies. 

Chairman Dawson. Since the Bureau of the Budget is with us, 
would you like to ask any questions in the light of the testimony ? 

Mr. Rappaport. No, 1 think Mr. Keller dealt with this problem 
very adequately here. 

Chairman Dawson. Since we are on the question of the budget, Mr. 
Stewart, would you like to testify on that and then we can continue 
with this other afterward. 

Mr. Srewart. I would. 

Chairman Dawson. So if you gentlemen will pardon us, we will 
hear at this time from Mr. Stewart. We are happy, indeed, to have 
Mr. Steward back with us again. He testified on the bill that was 
passed the last time. Mr, Stewart was a member of the Commission 
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on the Organization of the Executive Branch, and if we give you a 
little rougher going over than we do the other fellows, it is because 
you caused all of this. 

Having made the recommendation, I am certainly glad to have some- 
one who arrived at the conclusions coming to testify. This is Mr. 
J. Harold Stewart, Chairman of the Task Force on Budget and Ac- 
counting of the Hoover Commission. 


STATEMENT OF J. HAROLD STEWART, CHAIRMAN, TASK FORCE 
ON BUDGET AND ACCOUNTING OF THE HOOVER COMMISSION 


Mr. Srewarr. Mr. Chairman, I might say I am fair game for you, 
faithful to wounds of a friend. I might say I am glad to be here again. 
A good deal of water has flown over the dam since I appeared before 
you last time and I want to say at the outset there isn’t anything that 
has happened in the interim that hasn’t made me more firm in my 
conviction that the accrued expenditure budget is necessary. 

We have seen an experiment—I call it an experiment, because 
you gentlemen were good enough to pass some legislation last time 
to strengthen the hands of the Government administrators and the 
people in the Congress who had to deal with the public purse. The 
experience of that has, in my opinion, shown the wisdom of what you 
did. When I came here initially I didn’t prefer to present a prepared 
statement because I was a little bit afraid somebody might think it was 
ghost written or prepared too carefully. However, having heard the 
testimony this morning and realizing that if I don’t give you a pre- 
pared paper, I will probably be the only one who doesn’t, I have pre- 
pared a short statement which I would like to read into the record. 
I don’t think it will weary you too greatly. 

Chairman Dawson. All right, sir. 

Mr. Srewart. Mr. Chairman and members of the subcommittee, I 
appreciate the privilege of appearing again before you to endorse the 
enactment of legislation designed to place the budget of the Federal 
Government on the basis of annual accrued expenditures. 

In appearing before you I find myself in the company of a most 
impressive group of endorsers of the objectives of this legislation. 
These endorsers include the President, former President Hoover, the 
Comptroller General, the Director of the Budget, the Secretary of 
the Treasury and the Secretary of Defense. The American Institute 
of Accountants, the national organization of certified public account- 
ants, has likewise endorsed the principles of the legislation. The 
President in his budget message said : 

It is also recommended that the Congress give further consideration to legisla- 
tion which would place Government appropriations on an accrued expenditure 
basis. 

The proposal would replace the present basis of appropriations 
which is in terms of obligational authority for multiple years. The 
object of the change is to strengthen control of the purse by the 
Congress. 

Incidentally I did not say Congress had lost control of the purse. 
That is a question of degree. 

Effective control requires control of governmental expenditures. 
Under the proposed legislation the various Government agencies 





112 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


would be required to obtain appropr iations in the form of annual ac- 
crued expenditure authority. The present controls which rest upon 
the authority to obligate the Government have become antiquated 
and are completely inadequate to deal with the greatly expanded and 
farflung operations of our Government. The present system which 
was adequate when the Government was spending $1 billion annually 
is not adequate to deal with a budget of over $70 billion. Under the 
present system the rabbit goes in the hat when at the beginning of a 
program obligational authority together with the related funds are 
obtained under an appropriation act. Thereafter, it is generally lost 
sight of. 

"The program proposed by the legislation under consideration cai 
be summarized as follows: 

1. The several agencies of the Federal Government would present 
budget requests for grants of authority (appropriations) to make ex 
penditures covering “the costs of goods and services which it is esti 
mated will be ac quired in the fiscal year under consideration and suc!) 
other authorized payments as may be required. 

These requests would be reviewed by the Bureau of the Budget 
in advance of submission to the Congress as they now are. 

3. The requests for expenditure authority would be accompanied 
by justifications in the form of estimates which would indicate the 
total cost of each program or project, the amount expended in previous 
years, the amount of expenditure authority requested for the year 
under review and the amount of contract authority still required to 
cover items beyond the current year. They would be further supple- 
mented by information as to performance. 

In this way the Congress would have a continuing look at the prog 

ress and present state of long-lead-time programs which cover periods 
of more than 1 year. Lar oely as a result of these long-term programs. 
there will be an estim: ted ¢ arryover of ap ae $46 billion of 
unused appropriations at the outset of the fiscal year 1958. Under the 
proposed system the searchlight would play upon this large carryover, 
its composition would be ascertainable and the component programs 
could be reviewed in the light of current circumstances to the end that 
congressional action could be taken for their revision or cancellation 
where necessary. 

Under the present system the Congress, concerned primarily with 
obligational authority, cannot control the rate of expenditures. The 
proposed change would permit such control. 

It would be surprising if there were no opposition to the suggested 
change. Certain Members of the Congress do not favor the proposed 
change fearing that the use of contracting authority will be abused. 
In the past when contract authority was granted concurre sntly with 
ebligational authority under an appropriation act, contract authority 
was granted on the basis of less exacting requirements than pertained 
to obligational authority. This resulted in the misuse of contract 
authority. 

However, under the proposed system appropriations in terms of ex 
penditure authority are paramount and contract authority is a com- 
panion which would be subjected to the same tests and scrutiny as 
would obligational authority under the present system. There is no 
contemplation that the control of the right of agencies to enter into 
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contracts, which right they have under the present obligational system, 
would be in any measure relaxed. In fact it would be tightened as a 
result of more informative presentation of the present status of long- 
lead-time programs and the necessity of obtaining authority to make 
expenditures under contracts entered into. 

The greatest impact of this change would be felt in the areas of de- 
fense and foreign aid which by their nature involve the carrying out of 
long-term programs. 

i personally, am persuaded that given means of controlling ex- 
per nditures as well as the use of contract authority, the Appropriations 
Committees of the Congress can function much more effectively than 
under the present system. 

In the last session of the Congress, legislation was enacted to imple- 
ment the development of cost-b: wed budgeting and accrual accounting. 
I understand that already there are evidences of the usefulness of that 
legislation. It was a necessary preliminary step to the adoption of an 
accrued expenditure basis of budgeting. 

The provisions of the proposed legis: ition place with the President 
the responsibility for making the transition which must take place on 
an evolutionary basis. Last year you by your legislation supplied 
some of the tools required to effect the improvement. I urge you 
strongly to enact the proposed legislation and finish the job so well 
started. 

Now so much for the prepared statement. I would like to speak pri- 
marily to some of the testimony which I have heard as I sat here the 
last 2 days, Mr. Chairman. 

Chairman Dawson. We would appreciate it very much if you would 
do that. 

Mr. Srewarr. I was very much interested this morning to hear 
Congressman MeCormack, who incidentally comes from my own home 
city, raise a question as to whether we needed this legislation. You 
may remember the same question was raised with respect to Public 
Law 863. There was a serious question as to whether we needed the 
legislation. I personally felt we did. Perhaps I was prejudiced, 
having lived closely with it, but it seems to me that experience indi- 
cates that we did need it, that it was useful and that these people in 
the General Accounting Office and in the Bureau of the Budget who 
are dealing with the agencies find a much more receptive attitude 
toward accrued accounting systems and cost budgeting than would 
have been the case if it were not the established policy of Congress to 
implement that improvement. 

Now let’s assume we could get along without the legislation if we 
had to. Iam not an authority on constitutional law so I will not get 
into the legal aspects of the matter. But let’s assume we could get 
along. From the standpoint of its usefulness, I think the Congress 
would miss a great opportunity if it doesn’t take it, to indicate what 
its policy is, to indicate its dissatisfaction with the present method of 
presenting and processing the budget—that is really what it comes 
down to. 

Mr. McCormack. But it doesn’t add ¢ anything to existing law. This 
legislation doesn’t add anything to existing law. It doesn’t compel the 
President to do anything he doesn’t already have the authority to do. 

Mr. Srewarr. Well, you might say the same thing about Public Law 
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863. But speaking as a layman having been around Washington a 
good deal of my life since 1942, I am greatly impressed with the fact 
that within the agencies of Government, there is one voice to which 
they listen, and that is the voice of Congress. 

C hair man Dawson. You don’t say? 

Mr. Stewart. You know that as well as I do. 

Chairman Dawson. No; I have had some quarrel with that. 

Mr. Srewarr. Well, let me tell you what I mean. I know you have 
difficulty in getting all of the attention you would like, but neverthe- 
less you control the purse. The people in the executive agencies and 
administrative agencies are always trying to protect their rear from 
the attacks of Congr ess. You know it and I know it. The spectre of 
the Congress is always there. Whether the Congress is, under the 
statute, in such a position of command is, of course, another question. 

Chairman Dawson. They protect themselves by not telling us what 

is going on. 

Mr. Srewarr. That may be one form of protection. But that is 
one reason why I want the searchlight put on them. It seems to me 
that this recommended procedure would give the Congress a store- 
house of information which it does not now have and which I cannot 
understand how it can obtain readily except by some frontal attack on 
the problem, by requiring that agencies come back to Congress for the 
money. 

Now, I have been interested in the opposition to this bill and we have 
heard nothing said much about opposition up to now, but I think we 
all know there is some opposition. We have seen a statement from a 
subcommittee of the Appropriations Committee which IT think is in 
the record, and there is a difference of opinion within that group as to 
whether we should go ahead. 

Chairman Dawson. We are going to continue these hearings until 
next week. It is our policy to hear from all sides and we are going to 
have some testimony, and I am now inviting the Bureau of the Budget 
and the General Accounting Office and you, if you can, to be present 
and to find ways and means of having questions answered that you 
know have been raised and will be raised, if you are really for this 
legislation. Because any opposition we can remove in the beginning, 
those steps are well taken in its initial passage—and there are some 
forces that are strong forces—and maybe we can wipe out a lot of that 
opposition by listening to it and meeting some of the objections here. 
So I am inviting you—we will begin Monday again on these hearings— 
to have your representatives here with the suggestion that as the testi- 
mony goes along, you propound questions. If you don’t want to ask 
them, any of the Congressmen will be glad to ask them. I cert: iinly 
would be glad to ask them and any of the counsel for the committee 
would be ol: ad to ask them and I think if you are sincerely interested in 
this legisla ation, it would be a good tactic to follow through and attend 
the hearings and have those questions asked at the times those persons 
testify. 

So I am inviting you now to participate in the future hearings of 
this committee. 

You may proceed, sir. 

Mr. Srewart. Thank you, Mr. Chairman. I think that that is a 
great opportunity for us who believe in this legislation to be heard. 
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From a personal standpoint, I still have some engagements to re- 
arrange, but I will do what I can to be with you. 

Chairman Dawson. I would appreciate it very much. 

Mr. Srewart. Well, now I don’t think there is any mystery as to 
the position of certain members of the Appropriations Committee, and 
I think I might speak to the report which is already in the record. 
I read the account of the related public hearings which were heard as 
far back as 1955—yes, hearings before the subcommittee of the Com- 
mittee on Appropriations on an administration plan to improve con- 
gressional control of the budget. Those hearings were directed _pri- 
marily to a matter that is not before us. That was to Mr. Hum- 
phrey’s suggestion that you have overall consideration of the budget 
rather than piecemeal consideration. As to that I don’t think we are 
concerned with it primarily at the moment. But it was out of those 
hearings, you might say, the byproduct of those hearings that we got 
this report. The hearings produced some very useful ‘testimony. I 
am sure the committee will read those hearings with interest. There 
is one particular bit of testimony I would like to put in the record 
because it bears upon this question of whether you are controlling 
funds or are controlling payments or are controlling operations 
through the obligational route. 

Mr. Wigglesworth, on page 28 of that report, said this: 

Let me ask you this, Mr. Secretary: As I understand it the recommendation 


which you make is exactly in accord with the practice followed in the business 
world, is that not the fact? 

Mr. Humpurey. That is exactly it. What I am trying to do, gentlemen, for 
the whole thing here is to get this in the same shape as you would in running 
the business. 

Mr. WIGGLESWorRTH. In other words, if you were going to lay out your spend- 
ing program, you went to your board of directors or finance committee and said, 
“IT need, (@) so much money for expenditure in the next year, and (hb) I need 
authorization of some kind to conclude specified long-term commitments.” But 
insofar as the dollars and cents made available were concerned, they were limited 
to expenditure and nothing else for the year ahead. Is that not the general 
practice in business? 

Secretary HumMpnuerey. It is the general practice in all of the businesses I know 
about. I have found that in being responsible for spending what in those days 
were large sums of money but which today look like peanuts compared to Gov- 
ernment expenditures, I found the only way to keep track of them, where they 
came in from all parts of the country and different businesses, and everything 
of that kind was to get them in such shape first that I had an estimate of what the 
total job was going to be, but primarily that I had an esimate of what they were 
going to spend this year. We told them to go ahead with the job and get the 
estimates and revise the estimates and keep revising the estimates, but each 
year we approved it and allowed the expenditure for 1 year’s time. That is all 
they got to spend. 


Now, you see he made my speech without knowing it. That is what 
we are driving at. Now Congressman McCormack indicated some con- 
cern that the adoption of this legislation might cost the Government 
money because it would alter the attitude of contractors in dealing with 
the Government. They would feel they had to be better protected than 
they do under the present system where they get a contract with funds 
to cover it simultaneously. 

We debated that matter at length in our task force, and while at 
first blush it seems there might be something to that argument. on ex- 
amination in my opinion it falls apart, because contractors today have 
their files filled with contracts as to which they have done nothing, 
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and as to which there is no certainty they ever will do anything in the 
particular form in which the contracts have been drawn. 

In other words, a long lead-time contract for the procurement of 
aircraft is held by a large aircraft company. They hold many con- 
tracts. If they could tell today which contracts will go into produc- 
tion and when they will go into production, whether there will be con- 
tract changes without termination relief as the contracts provide, you 
would answer a question that is a burning one. In these days the con- 
tractor doesn’t have the certainty that we might think he has when 
he holds a Government contract. In every contract there is a termina- 
tion clause, a cancellation clause, the Government has the right to ter- 
minate any contract. To be sure, rules have been set for compensation 
of the contractor in the event of termination. 

Now, there is one technical aspect of this that I hesitate to inject 
but de so as a matter of interest. If I were a contractor and this leg- 
islation were passed, 1 would feel it necessary to do just one thing. 
If I had a contract that called for the delivery of units at an agreed 
price per unit, I would feel that I wanted a provision in that 
contract which would give me compensation for my starting lead 
costs which I wouldn’t recover until I had completed the contract. 
In the event of cancellation at one-third of the contract, or one-half 
of the contract, I might be injured. My units price wouldn't be 
enough to take care of my costs. 

If there were a contract provision that would assure me that in 
the event of cancellation a new look would be taken at the costs and 
[ would get a fair termination, I would not be concerned because I am 
in that position today. Now, we had on the task force a group of men 
who were not exactly amateurs. We had the president of Westing- 
house, president of United States Rubber Co., president of Thompson 
Products, and vice presidents of Lockheed Aircraft, Burroughs Co. 
and International Harvester. And these gentlemen didn’t feel that 
they needed protection. So that is the best evidence I can give you of 
the opinion of people who might be on the other side of the table deal- 
ing with the Government. 

Chairman Dawson. What happens if all of the money is spent at 
the end of the 11-month period / 

Mr. Srewarr. Well, I suspect they would be in for a supplemental 
appropriation just as they would now. 

Chairman Dawson. They couldn't anticipate it, could they? When 
would they come in? 

Mr. Srewarr. Well, frankly the way work programs are handled 
the ‘se days I ct t think they could anticipate it, but what we are try- 

ing to do is to set up a mechanism by which you get a moving look a: 
these programs so that you will not only see the request for the present 
appropriation, but you will see what the history has been in the past 
and the best projection they can give you for the future. 

Now, even with the best intention in the world, I am sure the agen- 
cies cannot estimate with complete accuracy. I have a feeling that if 
there are overruns or underruns, they will be dealt with in pretty 
much the same manner as they are now. 

Chairman Dawson. Don’t you think that this legislation would 
cause a tendency to overestimate ? 

Mr. Stewart. There is the same tendency today to overestimate on 
the total. As a matter of fact, the agencies think there is a greater 
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tendency to overestimate if I get all of the funds initially, because it 
is their only bite at the apple. In other words, if 1 come to the Ap- 
propriations Committee as a representative of an agency, I want all 
the funds I can get right now, because I am not going to have another 
chance. 

Chairman Dawson. I think that many of them get enough to start 
otf, get started and knowing then if they get it started they can come 
back and get more. They underestimate rather than overestimate 
in order to get off to an initial start. 

Mr. Srewarr. Well, that is why we believe that there should be a 
showing and a justification of the whole program initially, and I 
think if your experience shows you that these agencies are not exercis- 
ing good faith in their dealings with the Appropriations Committee, 
then I think you have to go further. However, I think we are getting 
far afield from what we are talking about today. 

Chairman Dawson. Do you have any opinion on the McCarthy bill ? 
Did you consider that ? 

Mr. Srewarr. I simply read that as I sat here the other day, and my 
feeling is this: The Appropriations Committees of Congress need all 
the help they can get from whatever source. 

Chairman Dawson. I think when you consider that you have four- 
hundred-and-some-odd men in the Bureau of the Budget studying this 
matter that the Appropriations Committee is certainly at a great dis- 
advantage in seeking with their small staff to review what has been 
done or to know intelligently what is being done. 

Mr. Srewarr. Well, particularly in the form in which it is pre- 
sented. 

Chairman Dawson. Yes. 

Mr. Srewart. The formal presentation, I believe, under the pro- 
posed legislation would lighten their burden. I still agree with you 
that they need staff to do that job. 

Chairman Dawson. Mrs. Harden, this is Mr. Stewart. He has 
heen with us before, if you can recall, 2 years ago and last vear. He 
was chairman of the Task Force of the Hoover Commission on the 
Bureau of the Budget on Accounting. He is instrumental in helping 
us get the bill passed. Would 7 care to ask any questions of him ‘ 

Mrs. Harpen. Mr. Chairman, I deeply regret that it was impossible 
for me to be present for the entire hearings due to another committee, 
Post Office and Civil Service Committee sitting at the same hour, with 
the Postmaster General testifying. 

I have read all of vour statement, Mr. Stewart, and congratulate 
you upon it, 

Can you give us some idea as to the amount the savings would be 
if this legislation was adopted? Perhaps you answered that question 
before I came in. 

Mr. Srewarr. I expected that question because I was asked that 
question before. Mr. Henderson asked that. I would like once and 
for all, if I can, to lay this specter of savings. I don’t think anyone 
can support any estimate of savings. As | told you last year, I think 
the record is rather complete as to how the quoted $4 billion was ar- 
rived at and what the $4 billion was represented as being. Nobody 
said you could save $4 billion. 

Chairman Dawson. That is what the public believes, though, be- 
cause we meet that every day. 
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Mr. Srewart. Mr. Chairman, in retrospect I think it is rather good 
they did because from my standpoint, whether it is $1 billion or $4 bil- 
lion or $8 billion, it isan awful lot of money. Now, I would accept your 
revision if you want to cut it, say all we are talking about here is 
a billion in the present climate, and the present temper of the taxpay- 
ing public of these United States—I don’t think it has to be $4 billion 
to be impressive, and for that reason—let me tell you what the $4 
billion is. 

Chairman Dawson. I certainly would like to know. 

Mr. Srewart. Today it represents simply 10 percent of the carry- 
over. 

Chairman Dawson. But where are we going to save it ? 

Mr. Srewart. I heard that this morning. 

Chairman Dawson. This is the report to the Congress, Commission 
on Organization of the Executive Branch of the Bureau of the Budget, 
that is after the Commissioners got through with the work of the 
task force, this is No. 11 and it is entitled “Savings.” 

Our task force states in regard to the savings which would result if its recom- 
mendation were adopted, the benefits which would result from improved financial 
management cannot be calculated with any degree of precision, but we believe 
the resultant dollar savings could reasonably be expected to amount to $4 billion, 
but is approximately 8% percent of the controllable budget expenditures. 

Now, the layman believes all you have to do is adopt this report and 
immediately we are saving $4 billion a year. 

Mr. Srewarr. Of course, what we are talking about is the savings 
that come not from any one of these techniques, but the savings that 
come from better management. I said to one member of the task force 
this: “If you had a business in which you didn’t know what you owned 
and you didn’t know what you owed, and you couldn’t tell what 
you had done with what you had, and you suddenly came by that kind 
of information, how much difference do you think it would make to 
you in your annual budget?” “Look”, he said, “10 percent is a mini- 
mum. We would never go into a reform unless we shot for 10 per- 
cent.’ 

Well, the debate went around the table with those who thought it 
should be more and those who thought it should be less. When we 
looked at the budget we said, “Well, let’s see, there is a lot of this 
budget you can’t do anything about, but $48 billion is open for attack.” 
Now if we say $4,800,000,000, somebody just like Mr. Henderson is 
going to say, “Do you have the piece of paper that put together the 
$4. 800,000, 000, consequently in order to avoid that approach, using 
a round figure, a judgment figure, it would not be unreasonable to ex- 
pect savings which could amount to $4 billion.” 

Now I am willing to accept the amendment of a billion dollars, if 
you wish, or any siz: able sum, It seems to me that the real importance 
is that the savings are substantial, and I am very glad to clear up, 
if there is any misunderstanding at this late date, that there are no 
precise figures to support the $4 billion. 

Mrs. Harpven. Mr. Chairman, I feel perhaps we women are a little 
more economically minded than you gentlemen because we hold the 
purse strings in our homes, trying to save here a little and there a 
little, and I for one feel that our Government can be operating on 
the same principle, and I certainly want to commend you, Mr. Stewart, 
as chairman of the task force, for the fine work which you did; and 
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I agree, of course, it would be wonderful if he could save $4 billion 
or more; but if we can save only one billion, or whatever it be, it is 
a saving, and I think this legislation would be a step in the right 
direction. 

Chairman Dawson. I think so, too. I agree with you. I would 
like to save $10 billion, but I object every time I walk out to being 
buttonholed by supporters of the Hoover Commission to tell us if 
you adopt this one thing, immediately the people will be saving $4 
billion a year. 

Now, I have been looking for that $4 billion a year that is going 
to be saved the minute we pass this legislation. But the people out 
there in the highways and byways believe all Congress has to do is 
pass it and immediately we get it, and it isn’t that way. I think you 
have built up one of the greatest lobbies ever built in the history of 
this country, who feel blindly without questioning that they are for 
the passage of any recommendations of the Hoover Commission. 
When I read this, I find some very able people did not agree with you; 
that they had their own separate statements and so forth on various 
aspects of it. 

Mr. Srewarr. How many were there, Mr. Chairman? I have for- 
gotten with the passage of time. 

Chairman Dawson. There is the statement of Clarence Brown. He 
had a separate statement. Mr. Farley had a separate statement. Com- 
missioner Holifield had a separate statement. There are three of 
them. 

Mr. Srewart. I think Mr. Holifield had a separate statement on 
most reports. I think Mr. Brown’s statement was not opposition, 
but a marking-time suggestion that there be further study. 

Mr. Farley’s suggestion was based on entirely different grounds. 
He didn’t dispute what we said, but he just was reluctant to make the 
change at the moment. I have great respect for the opinions of all 
those gentlemen, but I think it is pretty significant that you have an 
array of witnesses here, the like of which it would be hard to duplicate. 
I get some satisfaction out of the fact that I am in such good company 
here. 

Chairman Dawson. You may continue. 

Mr. Srewarrt. I was also interested in another fear that Mr. Me- 
Mormack had. He was fearful of the meat-ax approach to budget 
reductions and soam I. I think nothing could be worse as far as the 
effective operations of this Government are concerned than to have 
either the executive side or the congressional side, for want of a 
better method, go to the meat-ax approach in which you just take 
percentage cuts right across the board, because then as you know, the 
innocent get hurt along with the guilty. 

I believe that method contemplated by this legislation gives you a 
look at it program by program. You can be selective about cuts. You 
can make up your minds as to what you want to do with programs. 
The principal utility of the legislation from my standpoint is that 
Congress and the executive branch get a moving look at these long- 
lead-time programs which are so tremendous. After all, $46 billion 
carryover is a figure beyond my comprehension. 

Chairman Dawson. Don’t you think that the passage of the 
McCarthy bill, the proposed bill, will be of great aid to the Congress 
in handling the matter of budgeting or appropriations? 
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Mr. Srewarr. I think the best judge of that would be the Appropr'- 
ations Committee, because I don’t know precisely how they propose to 
use the General Accounting Office. 

Chairman Dawson. T hey would give them a sufficient staff to make 
their preaudits and so forth and make studies and they would advise 
the Appropriations Committee rather than the Appropriations Com- 
mittee with its small trying to make the investigations otherwise. 

Mr. Srewarr. I am all for using the General Accounting Office to 
whatever extent it can be used as an agency of the Congress. It is the 
Congress’ implement and I think it should be used. 

Chairman Dawson. Don’t you think that would be a better approac! 
than seeking to establish a joint committee of the Congress on appre: 
priations, I means of the House and Senate on budgeting. [think that 
would only add confusion. It would set up another committee with 
inadequate staff. 

Mr. Srewarr. Most committees become debating societies anyway. 
I think if you confine this matter to the meppedpe! intions Cominittee, 
we certainly should have all of the knowledge 

Chairman Dawson. Well, they couldn't get thee knowledge without 
increasing the size of their staff. There is no way of doing it. 

Mr. Srewarr. But they would be the best judges of what they 
needed, in my opinion. 

Chairman Dawson. Well, this bill was introduced by a member of 
the Appropriations Committee, I believe. 

Mr. Stewart. I didn’t know that. 

Chairman Dawson. Are there any questions anyone would like to 
ask of Mr. Stewart? Since everybody here is interested in Govern- 
ment and in helping our Government and representing Government, 
if there are any questions any representatives of the Comptroller's 
Office would like to ask Mr. Stewart, we can have them at this time. 

Mr. Henperson. Mr, Stewart, during the course of these hearings if 
in reviewing the section of this Appropriations Committee report on 
acerued expenditures further arguments come to your mind, we would 
appreciate having the benefit of them because I imagine this will be 
one of the biggest obstacles to the passage of the legislation. 

Mr. Srewarr. Well, I haven’t dwelt on it particularly, but just for : 
minute I might say this: It seems to me they really hinge their case 
on their fear of the misuse of santiictihig authority. I find it diffic nit 
to find any difference between contracting authority and the right to 
enter into binding ob ligations in the United States under an appropri 
ation act except one of administration. The Appropriations Commit 
tee, I think, has within its control the amount of se rutiny, the amount 
of justification, and the amount of information that they ean require 
in order to grant contract authority. 

I had pr estumed—it never had entered my mind that they would us 
any less care in granting contract authority when you rou | not hav: 
obligation authority than they now use in granting ob ligational 
authority. Now contract authority fell into disrepute, at a time when 
it was existing side by side with obligational authority and it was 
easier to get contract authority than it was to get obligational author 
ity, because the Appropriations Committee at that point didn’t have 
to face up to the matter of appropriation. It was easier to get con 
tract authority. Under the proposal we have, vou would have but one 
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kind of forward authority, call it contract authority if you want to, 
eall it obligational authority if you want to, it is the same girl in a 
different dress. 

I just don’t get the validity of that criticsm and, frankly, I would 
appreciate the opportunity to get the Appropriation Committee’s dis- 
tinction. For the life of me, I can’t understand it. 

Chairman Dawson. I think we will get that opportunity probably 
Monday. 

Mr. Henperson. I have no further questions. 

Chairman Dawson. If there are no further questions, we will stand 
adjourned then until Monday. Now you have not justified on certain 
specific bills that you prepared a statement on. Those that deal with 
accounting, I think if we pass this accounting bill, the main one | 
think that will take care of most of these other bills. 

Mr. Kenurr. Mr. Chairman, we have statements on each. I would 
be glad to file them for the record or to return. 

Chairman Dawson. You will have a representative up here Monday 
anyway, won't you? 

Mr. Ketirr. Yes, sir. 

Chairman Dawson. I would appreciate it if you would, and then if 
we want to go into any of these other bills, we can. You can enlarge 
on your statement, because your statement will be in the record, also 
the statement of Mr. Brundage. I have just had it called to my atten- 
tion that Congressman Mahon has asked to testify and Congressman 
Mahon is the man responsible for this report. 

(The supplemental statements of Mr. Keller are as follows :) 






































STATEMENT OF Ropert F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL, ON 
H. R. 40. Sorn 








CONGRESS 









Mr. Chairman and members of the subcommittee, H. R. 40, if enacted, would 
provide that Federal expenditures shall not exceed Federal revenues, except in 
time of war or grave national emergency declared by the Congress. 

We are fully cognizant of the dangers in long-continued deficit spending. We 
have advocated generally the Government's operation on a balanced budget and 
the maintenance of utmost economy and efficiency in the performance of govern- 
mental functions. Llowever, the manner of accomplishing the apparent purposes 
of H. R. 40—prohibition of expenditures in excess of revenues and of appropria 
tion measures which would result in expenditures in excess of revenues except 
in time of war or national emergency—is a matter peculiarly within the provinces 
of the Congress to decide. 

If favorable action on the bill is contemplated, consideration should be given to 
the following matters: There is no definition of the term “grave national emer 
geney” nor any indication of who is to determine whether a national emergency 
is a grave one. Also, the affirmative vote required in sections 1 and 3 (3) (A) 
is of at least two-thirds of the authorized membership of each House as distin 
guished from the two-thirds of the actual membership of each House or the Mem- 
bers present at the time of the vote. In addition, the phrase “notwithstanding any 
obligational authority granted or appropriations made” contained in section 2 (bh) 
would permit the President to curtail expenditures which the Congress had 
directed to be made in the form of a mandate. This would thwart the congres 
sional purpose, at least temporarily, regardless of how preempterily that purpose 
may have been expressed in the applicable law 



























STATEMENT OF Roswert F. Ketter, ASSISTANT TO TILE COMPTROLLER GENERAL, ON 


H. R. 1170. S5rm ConcGress 












Mr. Chairman and members of the subcommittee, H. R. 1170 would require the 
budget for each fiscal year to include a special analysis of the estimated cost 
and projected expenditures for active long-term construction and development 
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projects, including all grant-in-aid programs. Those programs involve substan- 
tial outlays of Federal funds and materially affect future revenue needs. It 
seems fundamental that in appraising the soundness of appropriation requests 
for such programs, the Congress should do so with a knowledge of the total 
estimated cost of the programs and the projected expenditures therefor as pro- 
vided in this bill. Such information is presently furnished to the Bureau of the 
Budget by the executive agencies pursuant to Bureau of the Budget Circular No. 
A-35, dated October 26, 1956, and might well be included as a regular part of 
cost-based budgets. 

If H. R. 1170 is considered favorably, the references to subsections (j), (k), 
and (i) should be changed in order to give recognition to the amendments to sec- 
tion 201 of the Budget and Accounting Act of 1921, contained in Public Law 863, 
84th Congress. 

We do feel, however, that the bill might be clarified in two respects. First, 
it is not clear whether the special analysis would include estimated amounts for 
continuing operation and maintenance costs. In many cases the original cost 
of construction projects is only a small portion of the costs to which the Goy- 
ernment ultimately becomes committed. The maintenance and operating costs 
of the projects after the construction is completed are an integral part of the 
total cost and affect future revenue needs in the same manner as the construction 
costs. While it may be that H. R. 1170 contemplates the inclusion of the main- 
tenance and operating costs, we think it would be desirable to provide in the bill 
that such costs over at least a 5-year period be included in the budget. Esti- 
mated costs would, of course, include a statement of revenues to be derived, if 
such be the case. 

Secondly, it is not clear what is intended by the term “grant-in-aid programs” 
in line 3, page 2, of the bill. Under present budgetary practices, only grants 
that involve cash are included under object classification “11 Grants, subsidies, 
and contributions” in the budget, while grants that involve the furnishing of 
services, supplies, materials, etc., are included in the object classification rep- 
resenting the nature of the services, articles, or other items which are purchased. 
We believe that the term “grant-in-aid programs” should be defined in the legis- 
lation. 


Subject to the foregoing, we have no objection to the enactment of H. R. 1170. 


STATEMENT OF Rosert F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL, ON 
H. R. 1171 anv H. R. 5941, 85rnH Congress 


Mr. Chairman and members of the subcommittee, H. R. 1171 would amend sec- 
tion 206 of the Legislative Reorganization Act of 1946 by adding a new subsec- 
tion (b) which would direct the Comptroller General to make investigations and 
reports concerning estimates and justifications submitted by the executive agen- 
cies for all proposed appropriations, with priority to any such investigation and 
report requested by the chairman of the House or Senate Appropriations Com- 
mittee. 

H. R. 5941 would amend section 206 of the Legislative Reorganization Act of 
1946 by adding two new subsections (b) and (c). Subsection (b) would re- 
quire the Comptroller General to make investigations and reports concerning 
the estimates and justifications for any item submitted in the budget when re- 
quested to do so by the chairman of the House or Senate Appropriations Com- 
mittee. Subsection (c) would authorize the Comptroller General to employ per- 
sonnel to make such investigations and reports without regard to the civil serv- 
ice laws, rules, or regulations, or the Classification Act, as amended. 

H. R. 1171 appears to contemplate that investigations concerning budget esti- 
mates and justifications of all executive departments and agencies would be 
made each year. We believe that this would be a tremendous task which could 
result in much duplication of work between the Bureau of the Budget, the Ap- 
propriations Committees, and the General Accounting Office. We have serious 
doubt as to whether this would be a practical approach to the problem. 

If the Congress wants the General Accounting Office to make examinations of 
the budget estimates, the legislation proposed by H. R. 5941 seems to us to be 
much more workable and practical. This would limit the duplication of work 
to cases where the chairman of the House or Senate Appropriations Committee 
deems it necessary. It also would reduce the number of additional personnel 
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required to do the work and permit our resources to be devoted primarily to the 
examination of estimates in which the Congress is particularly interested. 

We, therefore, recommend that the provisions of H. R. 5941 be considered in 
lieu of H. R. 1171. The language of H. R. 5941 conforms with the recommenda- 
tions contained in our report dated February 14, 1957, on H. R. 1171 insofar as the 
examination of budget estimates is concerned. 

The extent to which we would need the 2uthority proposed by H. R. 5941 to 
employ personnel without regard to the civil-service laws and the Classifica- 
tion Act depends, of course, upon the number and nature of the requests for 
investigations we receive from the Appropriations Committees. We believe it is 
essential to have such authority, at least for several years, in order to be assured 
that we will be in a position to comply with the requests received. We can assure 
the members of this subcommittee and the Congress that such authority would 
be used only to the extent deemed absolutely necessary. 

We might point out that the Comptroller General is now authorized by sec- 
tion 312 (b) of the Budget and Accounting Act, 1921, to make “such investiga- 
tions and reports as shall be ordered by either House of Congress or by any 
committee of either House having jurisdiction over revenue, appropriations, or 
expenditures.” The General Accounting Office has done a great deal of work 
under authority of section 312 (b), and if a request was received from the Com- 
mittee on Appropriations of either House for an investigation and report on spe- 
cific items in the budget estimates, the General Accounting Office would comply 
with such a request within the limitation of personnel available to do the job. 
Our special examinations and reports under section 312 (b) together with our 
regular audits and reports, including the special annual summary report of sig- 
nificant findings to the House Appropriations Committee, while not dealing spe- 
cifically with budget estimates, contain a wealth of material which is reviewed 
by the Appropriations Committees in their consideration of executive agency 
budgets. We feel, however, that, notwithstanding the provision of section 312 
(b), if it is the desire of the Congress that the General Accounting Office make a 
substantially increased number of investigations concerning budget estimates 
and justifications more or less as a regular duty of the Office, it would be desir- 
able that specific authority be enacted into law, as proposed by H. R. 5941. 

Since H. R. 5941 would add two new subsections to section 206 of the Legisla- 
tive Reorganization Act of 1946, we think that this would be a most opportune 
time for this committee and the Congress to review the present section 206 which 
would become subsection (a) if H. R. 5941 is enacted. This section now author- 
izes and directs the Comptroller General to make an expenditure analysis of 
each agency in the executive branch of the Government (including Government 
corporations) which, in the opinion of the Comptroller General, will enable the 
Congress to determine whether public funds have been economically and effici- 
ently administered and expended. 

The General Accounting Office neither advocated nor opposed the inclusion 
of the present section 206 in the Legislative Reorganization Act of 1946, but we 
have consistently pointed out that, if it is the desire of the Congress for the 
General Accounting Office to make the special analyses contemplated by that leg- 
islation, it could not be done within our regular appropriations. We have not 
pressed the Congress for funds to implement the work contemplated by present 
section 206 because of the apparent feeling of the Congress, as indicated by the 
legislative action on our appropriation requests, and the practical difficulties of 
performing fully the work which we understand to be required. 

The purpose of our comprehensive audit is to determine how well the agency 
or activity under audit has carried out its financial responsibilities. In carrying 
out our audit or other work, we are constantly on the lookout for situations 
which indicate inefficiency or uneconomical operations and, when the facts are 
sufficiently developed, they are included in our audit reports. Significant items 
developed in this way are summarized in an annual report to the House Com- 
mittee on Appropriations to assist that committee in considering the budgets 
submitted by the agencies as the basis for proposed appropriations. 

However, we have not carried out the detailed work required by present 
section 206 as a separate activity or function. In effect, section 206 requires 
repetitive reports on each executive agency. We do not think that such an ap- 
proach is possible of complete accomplishment. We believe that the more prac- 
tical approach is the further development of matters indicating inefficiency or 
uneconomical operations as a part of our audit work, with special examinations 
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and reports dealing specifically with economy and efficiency of agency operations 
to be made upon request of the Committees on Appropriations or the Commit- 
tees on Government Operations of the Senate and the House of Representatives. 
The background information regarding the present section 206 is set out in de- 
tail in House Report No. 2264, 84th Congress, second session, pages 21—23, and 
in our comments thereon contained in a report dated November 1, 1956, to the 
chairman of the House Committee on Government Operations. House Report 
No. 2264 was prepared by a Special Subcommittee on the General Accounting 
Office of the House Committee on Government Operations. The subcommittee 
requested the Comptroller General to make a thorough review of the position 
of the General Accounting Office with respect to section 206 and to recommend 
its repeal, modification, or implementation depending upon which course of ac- 
tion appeared desirable. After making that review, we recommended in our 
comments on House Report No, 2264, and in our reports to this committee, on 
both H. R. 1171 and H. R. 5941, that the present section be amended to author- 
ize the Comptroller General to make examination of expenditures of public 
funds by the executive agencies to the extent he deems necessary or upon the 
request of the chairmen of the Committees on Appropriations or the Committees 
on Government Operations of the Senate or the House of Representatives. Spe- 
cific language to accomplish this is included in our reports on these bills. 


STATEMENT OF Ropert F, KELLER, ASSISTANT TO THE COMPTROLLER GENERAL, ON 
H. R. 2000, 85rH CONGRESS 


Mr. Chairman and members of the subcommittee, we are glad to respond to 
your invitation to appear before you to discuss the provisions of H. R. 2000 en- 
titled “The Budget Act of 1957.” 

This bill is substantially identical to H. R. 6558, 84th Congress, except for the 
changes in sections 201, 206, 302 (a) and (b), and 304 (b) made necessary by 
the enactment of Public Laws 798 and 863, approved on July 25 and August 1, 
1956, respectively. 

It involves three basic principles; namely, (1) the creation of an Office of the 
United States Budget in the legislative branch of the Government, (2) the limit- 
ing of Federal budget estimates to not to exceed estimated receipts, and (3) the 
apportionment of appropriations by the heads of individual agencies to which 
appropriations are made available. Our comments upon such principles are as 
follows: 

As a matter of legislative and historical background, prior to the approval 
of the Budget and Accounting Act, 1921, congressional consideration of budget 
requests was based on information in estimates from the individual departments 
and agencies. The result, in effect, was a congressional budget. 

Under title II of the 1921 act the preparation of a budget with the initial re- 
sponsibility for a Government financial program is lodged in the President, with 
the assistance of the Bureau of the Budget, subject to final approval by the 
Congress after such examination and modification as the Congress deems desira- 
ble. From its establishment in 1921 until June 30, 1939, the Bureau of the Budget 
was technically a unit of the Treasury Department though it functioned as a part 
of the Office of the President; and by Reorganization Plan No. 1, under the 
Reorganization Act of 1939, the Bureau was transferred from the Treasury 
Department to the Executive Office of the President. The Budget and Account 
ing Procedures Act of 1950, and Public Law 863, approved August 1, 1956, amended 
the basic statute, among other things, to revise and simplify budget and account- 
ing procedures, 

H. R. 2000 would transfer control and responsibility over the preparation of 
the budget from the President and the Bureau of the Budget to an Office of the 
United States Budget, established in the legislative branch of the Government, 
solely and directly responsible to the Congress. Its objective is to enable a better 
scrutiny and analysis by the Congress—the Appropriations Committees—of the 
budget estimates submitted by Government agencies. While such agency would, 
in the preparation of the budget, perform work substantially similar to that now 
performed by the Bureau of the Budget, its operations could provide the Congress 
with more complete information, from an independent source, as to the budget 
and the merits of departmental programs and estimates. 

The question as to whether responsibility for formulating a budget should 
be placed upon the executive or upon the legislative branch of the Government 
gives rise to divergent views. It logically can be argued that since the Congress 
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by its constitutional authority over revenues and expenditures controls the 
tinances of the Government it should, therefore, have control and responsibility 
over the complete process, including preparation of the budget. On the other 
hand, considerable weight must be given to the principle that the President, as 
the head of the executive branch of the Government, should have the duty and 
right to submit to the Congress his estimates of the funds believed to be necessary 
to operate the Government, with the power remaining in the Congress to revise 
those estimates through the appropriation process. This maintains the funda- 
mental separation of powers between the legislative and executive branches of 
the Government. It is noted that section 211 of the bill recognizes the right 
of the President to make recommendations to the Congress with respect to the 
budget and the fiscal operations and policies of the Government. However, it 
seems obvious that this right would not be as effective as his present responsibility 
of presenting the budget to the Congress. 

Section 203 (a) of the bill provides that the estimated expenditures contained 
in the budget prepared by the Office of the United States Budget shall not exceed 
the estimated receipts for the budget year as certified to the head thereof by 
the Committee on Ways and Means of the House of Representatives, except that 
if such certification has not been received prior to August 15 during the fiscal 
year in progress, then the estimated expenditures shall not exceed the actual 
receipts of the Government during the last completed fiscal year. Section 203 (b) 
would prohibit the head of the Office of the United States Budget from transmit- 
ting any proopsed supplemental or deficiency appropriation which would have 
the effect of making the total estimated expenditures for the year exceed the 
last estimate of the receipts for such year. The legislative branch and the 
courts are exempted from such requirement. 

This budget process presenting both sides of the fiscal affairs of the Govern- 
ment—the proposed revenues as well as the proposed expenditures—with the 
view of adopting a pay-as-you-go basis for governmental finances, undeniably is 
desirable. While it may not be that these provisions alone will result in annually 
balanced budgets since the Congress is not required to appropriate within the 
limits of the budget recommendations, they nevertheless are a forward step to- 
ward reaching that goal. 

Section 205 would authorize the Commissioner-General of the Budget, in pre- 
paring the budget or any proposed supplemental or deficiency appropriation, to 
reduce or eliminate any item submitted by the head of any executive agency, 
which, in his opinion, could be best curtailed or eliminated in order to comply 
with section 203, or otherwise promote economy in Government or maintain the 
Government on a sound fiscal basis. Also, section 303 (b) would give the Com- 
missioner-General similar authority with respect to the annual budgets of wholly 
owned Government corporations. In order to comply with the requirements of 
sections 203 and 303 (b), the Commissioner-General would probably have to have 
such authority. However, it might be advisable to include language in sections 
205 and 303 (b) to the effect that any items reduced, revised, or eliminated by 
the Commissioner-General shall be set forth in the budget, and the reasons for 
the reduction, revision, or elimination of each item specifically shown. Such a 
provision would place the Congress in a position to evaluate the Commissioner- 
General’s actions and to act on appropriation bills, recognizing that many of the 
reductions or eliminations made by the Commissioner-General will be protested 
by the agencies. 

Section 207 would amend the provisions of section 3679 of the Revised Statutes, 
as amended by section 1211 of the General Appropriation Act, 1951 (64 Stat. 765, 
31 U.S. C. 665), regarding the authority and responsibility for the apportionment 
and reapportionment of appropriations or funds available for obligation by the 
various agencies. The statutory requirement for apportionment of funds is de- 
signed to limit the amount and rate of obligations and expenditures so as to 
achieve the most effective and economical use thereof and to obviate the necessity 
for deficiency or supplemental appropriations. Also, to serve as a means for 
establishing reserves to provide for contingencies, or to effect savings through 
changes in requirements, greater efficiency of operations, or other developments. 

From 1905 to 1933 the authority to apportion and reapportion funds was vested 
in the heads of the agencies. Executive Order No. 6166, dated June 10, 1933, 
transferred such authority to the Director of the Budget. 

The Bureau of the Budget has employed the apportionment authority as a 
means of control over the budget execution, including the establishment of re- 
serves, and the regulation of the rate of obligation of funds to assure that no 
funds are obligated or spent in excess of the amounts authorized by the Con- 
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gress. While it could be argued that the authority to control the rate of obliga- 
tions should be in the head of the agency, since he is responsible to the Congress 
for carrying out the programs authorized by law within the amounts appropriated 
therefor, there must not be overlooked the value of an independent centralized 
control over the rate of agency obligations which affords an overall review of the 
budget execution in the light of changing requirements and economic conditions 
and trends. 

If the Bureau of the Budget as now constituted is changed to make it an Office 
of Executive Management with no duties pertaining to budget preparation or 
execution, then it would seem desirable to transfer the apportionment authority 
to the heads of individual agencies as proposed by section 207. 


Chairman Dawson. We will resume our hearings on Wednesday 
morning at 10 o’clock. 


(Whereupon, at 4:15 p. m., the subcommittee adjourned to recon- 
vene at 10 a.m. Wednesday, April 3, 1957.) 
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WEDNESDAY, APRIL 3, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND 
LEGISLATIVE REORGANIZATION 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, in room 1537, 
New House Office Building, at 10 a. m., Hon. William L. Dawson 
(chairman of the subcommittee) presiding. 

Members present: William L. aneuner chairman; John W. Mc- 
Cormack, Joe M. Kilgore, Dante B. Fascell, Clarence J. Brown, and 
Robert H. Michel. 

Also present: Elmer W. Henderson, counsel; William A. Young, 
staff member; and James A. Lanigan, associate general counsel. 

Chairman Dawson. This is a recessed hearing on a series of bills 
affecting the budget and accounting methods employed by the Federal 
Government. One of the bills, H. R. 758, was sponsored by Congress- 
man Lipscomb, a member of this committee, another identical bill, 
H. R. 2494, by Mr. Rogers of Florida, and there are other bills touch- 
ing other phases of budget and accounting, but the ones under con- 
sideration which seemed to have attracted the most interest are H. R. 
758 and H. R. 2494. 

We have heard quite a few witnesses who have given their views on 
this matter, and one of the Members of the Congress who has given 
the most study to this is the first witness today, Congressman Mahon, 
of Texas. He is known as one of the most capable, diligent, and 
earnest Members of this body. What he says is listened to and given 
great consideration by other Members of the Congress, and I am warn- 
ing him that perhaps he never had a tougher task before him than he 
has now in presenting the opposition to 2494 and 758. 

But in the light of the document that has been published under his 
name, “Administration Plan to Improve Congressional Control of the 
Budget,” we felt that these hearings could not be brought to a close 
without hearing his views, and I am calling upon him at this time. 

Mr. Mahon, the floor is yours, the subject matter is yours. 
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STATEMENT OF HON. GEORGE H. MAHON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Manon. Mr. Chairman, I want to thank you for those very 
generous words of introduction. I wish to say at the outset that I 
am really not an expert at all in this field and I don’t testify as an 
expert. I have had considerable experience in connection w ith appro- 
priations of the Congress during my service in the Congress and as a 
member of the House Appropriations Committee. 

Chairman Dawson. How many years have you been with the Con- 
gress ? 

Mr. Manon. This is my 23d year. I have been on appropriations 
since 1940. 

Now, the problem of reducing Government expenses is most diffi- 
cult and it seems we are always trying to find an easy way to do it. 
I remember being on a debate team at the University of Texas after 
World War I, and the question was: Shall we collect these Allied war 
debts? And one of the most effective lines at that time seemed to be 
this, “only way to liquidate an honest debt is to pay it.” 

Well, the only way to reduce the budget is to cut it. Now, we can 
try all manner of techniques and procedures. We can try to sugar- 
coat the pill if we like, but the only way to reduce Gover nment spend- 
ing is for Congress to reduce it. It is true that if Presidents of the 
various administrations, Democratic and Republican, would submit 
low budgets, the experience of the last 20 years shows that Congress 
will not exceed the budget, so actually, in a real sense, which is not pro- 
vided in the Constitution, if a President wants to reduce the vadeet, 
all he has got to do is submit a low budget. 

Last year was the first year that I know of in the last 20 or 30 
years that Congress has exceeded the President’s budget. The reduc- 
tions have been in the area of $12 billion downward during these 
years. Last year the appropriations bills reduced the applicable 
budget estimates by only a very small amount, but the Appropriations 
Committee controls only a portion of the funds voted by the Congress. 
If you will look at this report which I presented some time ago, you 
will find that the total obligating authority, the total expenditures 
that were permissible under the acts of the C ongress last year, without 
a by the congressional Appropriations C ‘ommittee; that is not 

railable through ‘apropriations of the committee, you will find that 
the sum was, I believe, $4 billion plus. So you can attend every meet- 
ing of the Appropriations Committee and vote on every appropria- 
tions bill, but spending may get out of hand, and you may exceed the 
budget by reason of other increases through legislative techniques 
which bypass the Appropriations C ommittee. 

I call particular attention to pages 8 and 9 of the report which was 
submitted by the Appropriations Committee under my name a short 
time ago. So we have to watch that. 

Now, some people g get emotional about the Hoover Commission. I 
think the Hoover Commission has done some good. It has focused at- 
tention on Government spending and it has enabled the President to 
take some action which I think has increased efficiency and saved some 
money. It has enabled the Congress to do this, too. Many of the rec- 
ommendations of the Hoover Commission, of course, have not been 
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sg, Ni by the Executive, even though the Executive has the right 
to adopt these proposals without any congressional action. 

Mr. Brown. Well, that isn’t quite correct, Congressman. I don’t 
like to interrupt you or correct you, but there is only a certain portion 
of the Hoover Commission recommendations that the President or the 
executive branch, or the administrative agencies can adopt without 
congressional permission, either through the submission of a reor- 
ganization plan, or through legislation approved by the Congress. 

Mr. Manon. That is correct. There are some actions he can’t take 
without congressional approval. There are actions he can take with- 
out congressional action. Here is a breakdown on these that I have 
there: 

Accepted entirely or with only minor adjustment, 39.4 percent. 
Accepted partially or as to basic objective, 25.9 percent. 

Not accepted, 11.9 percent. 

Decided to date, 77.2 percent. 

Not decided or still under review, about 22.8 percent. 

Mr. Brown. Now, are those the recommendations which the Presi- 
dent can implement through his own action, or the action of his agen- 
cies and departments? 

Mr. Manon. It is a combination. There are 479 all told, according 
to the figures I have. 

Mr. Brown. Well, they have broken down the original 314 recom- 
mendations into items. 

Mr. Manon. Yes, but I don’t want to get into a general discussion 
of all the Hoover Commission reports because, in the first place, IT am 
not qualified to do it, but I bring that up for this reason: There is a 
widespread feeling that the adoption of the Hoover Commission re- 
port, which would be made mandatory by the bill now being considered 
by this committee, would save probably $4 billion or $5 billion. 

T had a letter the other day from a man who said substanti: ally this: 
I have seen that you oppose the portion of this Hoover Commission 
program which would save $5 billion, and he referred to Members of 
( ‘ongress—and I am speaking generally—who oppose this as an 

“assorted lot,” and he said undoubtedly those who opposed this pro- 
cedure which it is claimed would save $4 billion or $5 billion owed 
their loyalty to something other than the Stars and Stripes. 

Now, this man had a very attractive letterhead and undoubtedly is 
a very fine American, but he has gotten emotional about this question. 
Maybe he has just paid his taxes and has reasons to be emotional. I 
agree that all Members of Congress should be shot at sunrise tomorrow 
morning if it is possible, by accepting this accrued expenditure basis, 
to have $5 billion, if we do not save the money. 

Now, the man who ought to be best qualified to discuss this thing 
and appraise it comes from one of the greatest accounting firms in the 
world, Mr. Brundage, the Director of the Bureau of the Budget. If 
this accrued e xpenditure basis will save $4 billion or $5 billion, he is 
the man who ought to know it. If it will save $1 billion, he ought 
to know it. 

It has been my observation that if one has something to sell, don’t 
oversell, if you have got a good case. Of course, if you have got a bad 
case, talk about the opposition attorney or pursue some other avenue 
to divert the attention, but if you have really got something good that 
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will really save money, take the lowest figure that nobody can success- 
fully question and stay by that figure. In other words, if the Hoover 
Commission intimation, that you can save $4 billion, is incorrect and 
you can actually save $1 billion, then take that $1 billion and hammer 
it and hammer it until you have sold it, or if it will only save $500 
million, then take that, that is worth saving. 

So Mr. Brundage, the Director, came before the Appropriations 
committee to recommend this accrued expenditure basis of appropria- 
tions. The chairman of the Appropriations Committee said [read- 
ing |: 

I would be glad if the Director would tell us how they propose by this change 
in the budgetary system to make a saving of $4 billion annually. 

Mr. BrunpaGce. The chairman of the task force said he had estimated the $4 
billion by taking 814 percent of all of the controllable expenditures per year, and 
quite frankly I would rather not express an opinion on either the computation or 
how they got it. 

The Budget Director, not willing to express an opinion as to the 
computation or how they got it? [Continues reading]: 

Mr. Cannon. That is what we are anxious to have you do. You know a saving 
of $4 billion annually is a very impressive objective. * * * I would like to know 
how you propose to save $4 billion by this change. 

Mr. BrunpaGe. I would not say we would save $4 billion in this way. I think 
it will save some money and give better control but I have never been willing to 
estimate what any savings would amount to. It is too intangible. 

It is not intangible with the man who wrote me the letter. He 
thought it was $5 billion on the barrelhead year in and year out. Mr. 
Brundage, who is probably better qualified on the subject, says it is 
so intangible he won’t even estimate it at all. If he had, he would have 
really put himself in good position and put the opponents in a bad 
position, if he could have substantiated it. [Continues reading] : 

Mr. Cannon. This idea has been sold to the country. I am getting letters 
asking, Why do you not adopt this plan and save $4 billion a year? 

Mr. Brunpace. I avoid mentioning any savings in any testimony or corre- 
spondence I have on the subject. 

Well, what is all this shooting about if we are not trying to save 
money? The creation of the Hoover Commission was to devise ways 
of saving money. Yet the Budget Director doesn’t want to talk 
about that. He says he thinks it will improve efficiency and will 
save some money. 


Mr. CANNON. I am not differing with you. I am not objecting. I merely want 
more information on the subject. 


That is a very fine attitude. 


Mr. Brunpace. I feel satisfied that we will save several million dollars. 
Mr. CANNON. Several million? 
Mr. BRuNDAGE. Yes. 


Now, that intangible thing has been sold to the public as a means 
of saving $4 billion. I don’t know that anybody has been able to 


oe out savings—maybe somebody has pointed out to this committee 
ow you could save $4 billion, or some sum, maybe one-one thousandth 


of that amount. Idon’tknow. Now, it is a favorite topic with many 
speakers to say that Congress has lost control of the purse. I do not 


accept that. Congress has not lost control of the purse. Congress has 
control of the purse. 
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Now, it is true that there are certain fixed expenditures over which 
we have very little to say. For example, the interest on the public 
debt. That is a fixed expenditure. It might be fixed up or down by 
the policies of the administration in power, but that is the sort of thing 
thta you can’t do very much about, of course. And there are other 
more or less fixed expenditures; for example, the veterans’ benefits. 

Have we lost control of the purse because of the veterans’ benefits 
that we pay, running into the billions per year? Ofcourse not. This 
week we can rescind all of the appropriations available to the veterans 
and repeal the laws if we want to. It is not a loss of control. It is 
a lack of desire to accomplish that sort of thing. It would be an im- 
proper thing to do. So let’s don’t kid ourselves or seek to evade our 
own responsibility. 

Now, when we build a big Navy carrier, and we have in this budget, 
in the President’s budget this year, a request for $310 million for a big 
Navy carrier, and believe me, the Navy when it appeared by the 
ablest representatives perhaps in the Pentagon to defend the big Navy 
carrier, they really put on full steam ahead, and they did a good job 
in undertaking to sell the big Navy carrier. But Congress will deter- 
minne whether or not we will appropriate this $310 million for the big 
Navy carrier. 

Now, we could say, well, about one-third of the appropriations are 
not spent in the year for which they are appropriated. In other 
words, probably about one-third of the appropriations of the Congress, 
which is sitting this year, will not be expended in fiscal 1958 for which 
the appropriation is made, and the accrued expenditure program 
would say just appropriate the amount that would be spent and make 
other arrangements for the rest. 

Well, let’s take the Navy carrier. Say we would appropriate $10 
million out of the $310 million to get the plans laid and do a lot of 
this preliminary work. Of course, much of it has already been done. 
But we will just take $10 million out of the air. I ask you, would 
it be easier to get $10 million to start a big Navy carrier than it would 
to get $310 million to start a new carrier? ‘The virtue—and there 
are objections to all systems—the virtue of the present method of ap- 
propriations for the big Navy carrier is this: It strikes Congress and 
the country right in the face. Do you want a big Navy carrier? If 
you get it, you have got to pay $310 million for it. Do you want it or 
do you not? Here is the time to decide. 

But if you say, “Well, we want to build a new carrier, we need it, 
we are threatened by the power of the Soviets,” there is $10 million 
in this bill for that—well, everybody who sits down and takes a pencil 
and reasons it out says, “Well, that is going to cost more, though, but 
after all, there is only $10 million being requested now.” 

Let me liken it to the little story that I have heard my mother tell 
a hundred times and it always came out the same way, and you have 
heard it, too. There was a little pig. He lived in a village, a very 
happy little fellow, but little pigs were constantly threatened by the 
wolves, the big bad wolves, and one day at dusk there came a rappping 
on the little pig’s door, and the big bad wolf said “Little pig, little 
Pig. let me in, let me in, the dogs are after me.” 

‘he little pig said, “Go away, don’t bother me.” 

But the wolf said, “Little pig, little pig, just let my nose in,” and you 
know the story, the little pig said “Well, after all, one must be humani- 
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tarian to some degree, so I will just let his nose in.” But every time I 
heard that story, “when the big, bad wolf got his nose in, he got all of 
the way in, and he undertook to devour the little pig. But if the big 
bad wolf had come to the door. and knocked on the door and said, “Let 
me in, little pig,” and that. was the only proposition he made, the little 
pig would have said, “You must be crazy,” and he would probably have 
slammed the door in his face. 

Let’s look at it another way. Everybody is trying to find a way at 
this time of gadgets and pleasure to keep up w ith the Joneses. If 
there is anything more conspicuous than that race, I don’t know what 
it is, how to keep | up with the Joneses. And the people have lain awake 
at night all over America through the years trying to figure out ways 
to keep up with the Joneses. And they have figured it out, and that 
is installment buying. 

Here is a young couple. The husband comes in one bright spring 
evening and he s ays, “Darling, would you like to have a new home and 
a new color television set and get a new automobile and join the coun- 
try club? 

‘And the wife says, “Yes, but don’t talk about such impossible things, 
we will probably have to live without them for a while longer.’ 

But he might say, “Listen, it won’t cost much, it just costs $250 or 
$300 a month and we can do all of those things. It is wonderful.” 

Well, that would encourage the wife at once to think, “Well, that 
can be accomplished ; but she might say, “Well, it will cost more later 

” but she wants these things so bad, and so “One convinced against 
his will is of the same opinion still.” So there is the way we have 
chosen to keep up W ith the Joneses, and this expenditure budget proce- 
dure is a way Congress could use to keep on spending but m: ake it seem 
less. You can use all of the pallatives, vou can use all of the drugs 
that you want to out of a wide assortment. But that, as I see it, would 
be the consequence of the adoption of this procedure, and we could all 
go home to our constituents and we could say: “Listen folks, we really 
did a job in the last Congress. Do you know what we did to that man 
Eisenhower? As popular as he is, we reduced his appropriation by 
$20 billion, or $15 billion, so take heed, send me back to Congress.” 
That would be a faulty claim of economy. 

That would superficially sound good, and the average Congressman, 
because I am one of the average, ‘and I am lost in the maze of fiscal 
figures so much of the time, we don’t understand it too well ourselves, 
and the public doesn’t understand it, and so it would eh sound 
good, and we Democrats could play a bit of politics and say : “Just look 
what we did to the President’s budget,” and all that adie, but it is 
not good. 

Now let me say that the accrued expenditure procedure is used now, 
as everyone knows, to some extent. TI believe it was last year that we 
appropriated $1 million, just a little $1 million to start a public works 
project of the Army Engineers which is to cost $1 billion. Why, if I 
go to Congressman Kilgore and say, “Listen, Joe, we have been col- 
leagues a long time, can’t you vote for just this little $1 million for my 
area to help me and my people?” 

Well, Joe, I am sure he would do whatever was right and proper, 
but it might be somewhat tempting, particularly if I had voted for a 
million-dollar project for Joe on a former occasion to vote for my pro- 
posal. But if I go up to Joe and I say, “Listen, Joe, I want you to vote 
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for this project, it costs a billion dollars over 
you start it, it is going to be completed.” 

Now, just talking to representatives of the Army Engineers a while 
ago, I said, “Have you canceled out any of these Army Engineer 
projects that have already started?” The man said, “No, I don’t re- 
inember any,” and then he called another man and he said “Listen, do 
you remember any of those projects that have been stopped?” He said 
no, he was sure there hadn’t been any in the past 20 years. But he said, 
now in the PWA days, which were projects not quite of the Army 
Engineer types, there had been some stops. So if you appropriate 
that $1 million to begin the project, the chances are you are going to 
spend the $1 billion, so one might say to his colleagues, “W ell, what is 
$1 million among colleagues, but $1 billion, I tell you, I can’t stretch 
my conscience that far for my constituents or for my colleagues. Let’s 
face up to the facts.” 

But those who say, “Well, the Government has at the end of the year 
large carryovers of unobligated and unexpended funds, and Congress 
has lost control of those funds” —well, that is erroneous. 

After World War II, there were large sums available to the Military, 
and I remember in one bill we rescinded $62 billion. Just because we 
have appropriated the money doesn’t mean we have lost control of the 
funds. We rescind those funds at any time we want to, and if we want 
to stop a project that has started, we can stop it. 

Under the present method, which is generally not the accrued ex- 
penditures method, we did start a big carrier during the days when 
Louis Johnson was Secretary of the Department of Defense. It was 
decided that we shouldn’t build that carrier. We had committed our- 
serves to it and we had appropriated the money for it. But it was 

‘anceled. And when you stop a project under the accrued expendi- 
om procedure, or otherwise, you have to take the loss that results. 

If you have a dam half built, you have still got to take the loss, 
regardless of the bookkeeping, and about all this i isis a bookkeeping 
proposition, which leads you to believe you are getting something for 
less than you are actually getting it for. Of course, you can sit down 
with your pencil and figure it out, but this is a busy time and the 
tendency is to only read the large figures on the large billboards we pass 
by. If the billboard says $310 million for a Navy « carrier, we will 
snap wide awake. If it is a small downpayment it doesn’t seem so 
important. 

Well, just last week, or week before, I had a letter from the Secre- 
tary of the Air Force, Mr. Quarles. He said: “As you know, we have 
been debating the feasibility of the cargo plane known as the C-132.” 
And he said: “We have decided that we can get along with other cargo 
craft and we don’t propose to continue with that craft.” And he 
said: “There are going to be large cancellation costs and they wil! 
run within the area of $30 to $70 million, to cancel out on that plane, 
without even having had one of them,” But you would still have 
that cost, whether you had the accrued expenditure basis or whether 
you provide the funds in advance, as I see it. 

Now just think how confused we would all be, if you went to the 
contract authorization measure. The President would send down his 
budget. He would say I want so much cash, I want so much to 
liquidate previous contract authorizations, and I want certain addi- 
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tional contract authorizations, and nobody but the Director of the 
Bureau of the Budget and those who work with him could keep up 
with that. You wouldn’t be able to show clearly to him who runs 
while he reads, and that is the way many are, just what the costs of 
Government are. But now, generally speaking, we can do it, because 
we just put it down in black and white. The President is asking us 
this year to spend about $72 billion in the appropriations budget, 
and you just can’t get around it. He is asking that. It won’t all be 
spent in the coming year, but he knows that it is going to have to be 
mn as a result of these programs if we adopt them, if we initiate 
them, and you face up to it then, and you know just what the picture 
is pretty well, but if you start a $1 billion project here and a $100 
million project there, and you only get a small amount to start it with, 
you really don’t know where you are, as I see it. 

I think it is very clear that it would be very confusing and very 
difficult to estimate just where we are. It is difficult enough as it is. 
Now, I can imagine talking to an Army engineer, let’s say we are 
engaging him in conversation, and we will ask him: “Do you like the 
accrued expenditure basis which you now use in the Army engineers 
on this project ?” and he would say: “I think it is wonderful, it is just 
working smoothly, it is working perfectly.” 

I wonder why he says that? He says it became he believes it, of 
course. Did you ever see an Army engineer who didn’t want to build 
projects as big as all outdoors? They have visions and plans and 
programs and imagination that is perfectly wonderful, if not startling, 
and I think most of them are good. I am not complaining at the Army 
engineer, they are the best and they do great work. The Army en- 
gineers know that if you come up for a good project which is his dream 
and you only ask for a million dollars, there is a much better chance 
they will get the project and get to work and do this marvelous work 
of conservation, but 1f you come in and ask for all of the money, it is 
going to be a lot harder to get it, and it will be impossible to get it in 
many cases, because Congress will just face up to it and say: “Well, we 
love conservation, we love the engineers, but the only way to reduce 
expenses is to cut spending, and so we are not going to do that 
job now.” 

I remember when I used to serve on the Subcommittee on Appro- 
priations for Civil Functions and I had quite a controversy with Fran- 
cis Case, now the able Senator. He was trying to get some funds in the 
civil functions above the budget to start the Oahee Dam, I believe, in 
South Dakota, and he worked on that for years, and I fought him every 
step of the way, because I thought we were building a companion dam 
and we could wait awhile on Oahee. I opposed the proposal but the 
gentleman from South Dakota was and is a very able and worthy 
antagonist. He finally got his project prematurely. He only got 
about a million dollars to start construction, and when he got that, 
the big, bad wolf, or the good beneficent wolf, depending on how you 
look at it, took over and the project began—my memory as to the proj- 
ect may be faulty but I hope my point is clear. 

So generally speaking, I think that there is difficulty with the pres- 
ent system and there will be difficulties with any system we might 
establish, but if you really want to confuse the Congress and the people, 
adopt this accrued expenditures basis and you don’t know at any time 
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where you are without hiring a corps of accountants and budget officers 
to help you. 

Somebody said, in regard to this proposal, that it was the account- 
ant’s dream and it would probably turn out to be the legislator’s night- 
mare, and I think that is probably correct. 

That, generally and mildly, Mr. Chairman, are my views in regard 
to this proposal. 

Chairman Dawson. Mr. McCormack. 

Mr. McCormack. Well, as a matter of fact, the President could 
do it under the law now if he wants to? 

Mr. Manon. He could submit the requests in that form but we 
wouldn’t be required to do it. 

Mr. McCormack. That is what I mean. He has the authority under 
the law to submit it if he wants to? 

Mr. Manon. Yes; I believe so. 

Mr. McCormack. Or to gradually extend the present accruals? 

Mr. Manon. That is right, I think. 

Mr. McCormack. As chairman of the Defense Appropriations Sub- 
committee, you appropriate about $40 billion ? 

Mr. Manon. That would partly include foreign aid. We are re- 
quested to appropriate $38 million in the defense bill, including public 
works. 

Mr. McCormack. I was close. Have you had any surveys made in 
the Defense Department since the executive budget was submitted as 
to where reductions could be made? 

Mr. Marion. We asked Secretary Wilson and the Secretaries of 
Army, Navy, and Air Force to give us some help in making some re- 
ductions. We don’t want to take chances on the security of the Na- 
tion, and we are up against a hard proposition. A man with the 
vast prestige of President Eisenhower, when he submits a military 
budget, the people may say : “Well, he doesn’t know about some things, 
but the military field is his specialty, and if you are going to cut the 
military budget you are thwarting the path of the greatest military 
leader of the century.” So it makes it a little difficult. If you are 
really going to make the reductions you have to pinpoint them well 
enough to convince the Congress and the country, and we are trying 
to make some reductions without injury to security. 

Now, we asked these top people not necessarily—since they refused 
to make any recommendations for reductions 

Mr. McCormack. Well, have they refused to make any recommen- 
dations ¢ 

Mr. Manon. They have refused to make any recommendations for 
reductions. 

Mr. McCormack. Who has? 

Mr. Manon. Secretary Wilson, Secretary of the Army, Secretary of 
the Navy, and Secretary of the Air Force. 

Mr. McCormack. Director Brundage, the other day here, definitely 
said, in response to questions I asked, that the President or depart- 
ment heads would let Congress know of any reductions that can be 
made as a result of these surveys. 

Mr. Manon. Well, they have all said in their testimony before the 
committee that they did not know where $1 could safely be reduced, 
and Secretary Quarles said in a speech last Wednesday that he would 
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not recommend a reduction of a dollar, or words to that effect, in the 
Air Force budget. 

Now, I don’t denounce them for this position. They haven’t been 
arrogant or uncooperative. They have been very cooperative and de- 
cent and they are fine gentlemen, there is no doubt about that, and I 
think if Secretary Wilson and some of his aides could spend their time 
going through plants and studying procurement contracts and knock- 
ing heads together, they could save a lot of money on some contracts. 

‘IT know of some instances where that has been done, at least one 
instance, by the Secretary of Defense, but they are so busy making 
speeches and appearing before congressional committees, and doing 
all of these other things that they don’t have time to do it. The 
trouble with the whole Government, gentlemen, is that it is just too 
big. 

My job is too big for me. Your job, Mr. Chairman, is too big for 
you, and we just don’t find it possible to do all of the things that we 
need to do. Big government is promenading down the highway, so 
to speak, somewhat out of control. I don’t know the answer to that. 
If you will get the answer to that, then we will get the answer to the 
big spending. 

(Nore.—The Appropriations Committee has requested Defense of- 
ficials to advise how they would apply a $314 billion cut in the Defense 
budget with least injury to the defense effort. Defense officials are 
preparing a report which will be submitted to the Appropriations 
Committee soon.) 

Chairman Dawson. You don’t think this accrual system is the 
answer to it; is that it? 

Mr. Manon. It doesn’t propose to eliminate one project. Not one 
project is proposed for elimination in the accrual budget. Now, if 
they proposed to cut off a lot of people that would be impressive. 
They would have to hire so many accountants you would have to estab- 
lish many additional schools at Government expense, I am afraid, to 
train them. If you have got to figure on a Navy carrier just how 
much you are going to spend the first year, the second year, and the 
third year, and: you ‘have to keep } yourself within it, you have to maybe 
turn off a few, let on a few, and you won't get efficiency, you won’t get 
a turnkey job. If you ever try to build a house, you know you had 
better get a turnkey job. If you don’t, the contractor will really get 
to you. If you want to add a room here, if your wife wants to ¢ change 
this opening and put it somewhere else, and that wasn’t in the original 
contract, you really get yourself into trouble. If you have to hew 
that thin line and keep all of the accountants and inspectors there 
every day to see that you don’t go beyond that expenditure, then you 
get nowhere. A lot of red tape but no saving. 

I regret that the American public have been sold such a terrific bill 
of goods on how you can save so much money by changing your ac- 
counting procedures, and that is all there is to it. 

Mr. McCormack. No further questions. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I want to congratulate my good friend and neighbor 
on being a very able and very clever pleader. I note that as one of 
the witnesses for the defense—if you wish to call it that—he brought 
forth the Director of the Bureau of the Budget, Mr. Brundage. 
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Of course, you are aware of the fact that Mr. Brundage appeared 
before this committee and testified in behalf of this legislation ? 

Mr. Manon. Yes. 

Mr. Brown. And did say in his testimony that, while no one could 
estimate the savings exactly, he believed it would lead to great savin 
He couldn’t tell how much. TI had a little something to do with t e 
Hoover Commission 

Mr. Manon. You were a member of the Commission and probably 
the most distinguished member. 

Mr. Brown. I was the legislative father. 

Mr. McCormack. I might say you got an extra million dollars for 
them one year. I hope it helped. 

Mr. Brown. And that has been the best investment the Congress 
of the United States has ever made of the people’s money, because 
already the savings that can be proven have demonstrated this. 

Mr. Manon. There is no doubt the Hoover Commission was very 
good and did a lot of good work. 

Mr. Brown. I am “obligated to the gentleman from Massachusetts 
who joined me on the floor when both the first and second Hoover 
Commissions were created and approved, without a single dissenting 
vote, to do a job which the people of America seemed to feel had to be 
done. 

You are also aware of the fact, I am sure, that the Comptroller 
General has approved this legislation and feels it would be helpful; 
is that correct ? 

Mr. Matton. [am not aware of that. 

Mr. Brown. Well, he has submitted a statement and made state- 
ments on behalf of this legislation and this type of budget. I think 
the Congress practically approved this type of budget when it adopted 
the Reorganization Act, but, of course, it has run into consistent and 
steady—this is certainly not a reflection on you, but it has run into 
consistent and steady opposition of the Committee on Appropriations 
in the House, at least, and perhaps in the Senate. 

Mr. Mauon. Mr. ‘Tabor has opposed it vigorously. Mr. Cannon 
has opposed it. 

Mr. Brown. Let me ask you a question. Do you understand the 
budget ? 

Mr. Manion. Not too well. 

Mr. Brown. Do you know all about what is in it ? 

Mr. Manon. No, I don’t think anybody does, and that applies to 
the President, and even to the Director of the Bureau of the Budget. 
No one person could comprehend it completely. 

Mr. Brown. Do you think every member of Congress is capable 
of reading that budget and understanding it ? 

Mr. Maton. He is capable of it generally, but it would take hours 
and days to do it. It would be more understandable to have the budget 
submitted fully as to what you propose to do, rather than only start 
with a project. We want so much here—— 

Mr. Brown. This budget would tell you each year and give you a 
complete picture. 

Mr. Manon. The present budget tells you each year and gives you a 
complete picture. 

Mr. Brown. I find it difficult to pass on appropriations bills that 
come out of your committee, sir, after the hearings have been held, 
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consistently and constantly contrary to the rules of Congress, contrary 
to all public opinion, and in executive session where nobody knows 
what you have done or what anybody has testified until the last min- 
ute. I have been here 20 years, too, George, so I know a little bit about 
legislative work, and I have had 40 years of overall experience. 

fr. Mauon. We are both new Members compared to some of the 
others. 

Mr. Brown. That is right, but I am here long enough to know what 
is going on and to be “s to read the signs. Now, you and I know 
that these appropriation bills have often been brought out on the floor 
before the hearings were available—and before the reports, even, once 
or twice in my experience were available—and we were asked to vote 
on matters that we knew nothing about. We have developed a situa- 
tion and a system where the only thing Congress is expected to do is 
rubber-stamp the appropriations as brought out by the various com- 
mittees and subcommittees of the Appropriations Committee. 

Mr. Manon. Will you let me talk a minute? 

Mr. Brown. No, I am asking you a question. I will let you answer 
in a minute. I listened very carefully to you for 30 minutes. You 
have a perfect illustration of that in the situation on the floor of the 
House today in that when the House itself tries to work its will and 
tries to cut back expenditures to the level even of this present year, 
not to reduce them further, we run into all sorts of opposition. 

Now, don’t you think, and I will ask the question and then you can 
answer, that we ought to try to search for a better way regardless— 
and there is nothing sacred or sacrosanct about the Hoover Commis- 
sion recommendations, as I have said a million times—if anybody can 
figure a new idea or a better way to do something, that is fine, but 
don’t you think we ought to try to search out and to find some method 
of budgeting that is more understandable than our own present sys- 
tem, so that the people of the country, and the Congress knows what 
itmeans? Do you believe that or not ? 

Mr. Manon. Well, I don’t believe 

Mr. Brown. Or do you want to stick to the old system ? 

Mr. Manon. You let me comment now, if I may. I don’t believe 
there is any easy way for Congressmen to understand any Federal bud- 
get, however simple, unless he devotes hours and days and months and 
eventually years to it. It isnot easy. We would like to have a simple 
income-tax law, but you can’t have it under all of the facts and circum- 
stances. 

We can make some improvements. There is no way for members to 
attend to the needs of their constituents, go with them to these differ- 
ent meetings, answer the mail, answer the telephone, be called off the 
floor, and so forth. There is no way under our system for a man to 
find the time to make these studies that he would like to make. Now, 
we would like to feel that there is some easy way out of this dilemma 
we find ourselves in. I don’t know of any easy way. 

If somebody can present it, I certainly am going to be all for it, 
and I think that the present system is very awkward and inadequate, 
and I am willing to jump out of it into another boat if I am sure the 
other boat is better and safer than the one we are in, but I am not will- 
ing to jump out of the frying pay into the fire, and I think the confusion 
would be much confounded if we go into this proposed system. Let’s 
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try to find some way, but it all comes back to this: You can do all of 
the explaining and all of the arguing you want, but the only way to 
liquidate a debt is to pay it, and the only way to reduce the budget 1s 
to cut it. 

Mr. Brown. Will you stop there for just a minute? But the difli- 
culty is whenever the average Member of the Congress, who may know 
about some certain facet—maybe he is on the legislative committee 
than handles that particular agency and he does know just about as 
much as the Appropriations Committee knows, and it may just pos- 
sibly be that once in a while he knows more. 

Mr. Manon. I think often other Members know more. 

Mr. Brown. But when he tries to offer an amendment, tries to re- 
duce an appropriations item, the Appropriations Committee stands 
like a stone wall most of the time, saying “No, you mustn’t touch this.” 
That is one of the things that has brought complaint against your com- 
mittee, sir, and you know it, and I know it, as well as demands have 
been made upon the Rules Committee to change the rules of the House 
as to the authority of the Appropriations Committee, because this sit- 
uation has developed. 

Now, have you tried—and I am asking you another question so I can 
go on to this—have you tried, have you devoted any of your time, such 
as some of us who served on the Hoover Commission devoted 214 
years’ time, to the study of the matter trying to find some better way 
to handle appropriations than the present method ? 

Mr. Manon. I have thought about it a lot. Generally speaking I 
have sat in the committee room.each morning for the past few months 
from 10 to 12:30 and from 2 to 4:30, except on Saturdays, and Sun- 
days. There were 3 days spent on atrip to Texas. So it isa very ardu- 
ous task, and we have got about 2 months to go. 

Mr. Brown. That is passing on appropriations ? 

Mr. Manion. Yes, but you can’t sit there all of those hours and long 
days and long years without thinking. You have considerable time to 
meditate and think, but I don’t know of any stratagem or technique or 
vehicle at present to do it any better than we do. There is a lot of talk 
about the meat-ax method. Probably the meat-ax method, which 
would relate itself to policy, is more desirable than we think. In 
other words, I believe the American people believe that $38 billion 
is probably too much to spend for defense, and if we could bring this 
defense bill to the floor—this is one of the things I have been thinking 
about a lot—if we could bring this defense bill to the floor and say: 
Gentlemen of the Congress and of the country, the President has asked 
for $38 billion for the Department of Defense. We think the President 
is able and smart and experienced in military matters and he has as the 
Secretary of Defense this able man, Secretary Charles Wilson, who 
is a little inept with a phrase, but a very able man, very cooperative 
with the committee, and he has all of these able generals and leaders 
at his disposal, he can get us all of the defense we reasonably need, not 
for $38 billion, but for $35 billion, and we hereby cut this Defense 
budget $3 billion. 5 

Now, you can sell that to the Congress and you can sell it to the 
country and nobody can touch you, because every time officials cut 
something essential you say: Well, that is not what we had in mind. 
91064—57——10 
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We have a perfect answer for every cut that is made by Defense of- 
ficials. Because if we give them carte blanche authority—now, let me 
go ahead because I haven’t made my point yet. Now, if you do that, 

what do we say to ourselves? We are selling a bill of goods to the 
Congress and to the country, but actually we are abdicating our au- 
thority as legislators because we have given them a blank check. We 
don’t say how much Defense officials can have for : airplanes, how much 
for ships, how much for pay of personnel, how much for operation and 

maintenance, so we really lose control of the purse strings. With a 
sincere good and able Secretary of the Defense, and all of the other 
people down the line, it might work, at least in theory. 

That is one of the ways to do it, but if, on the other hand, we say 
there is so much in this bill for airplanes, let’s say $8 billion, if we cut 
out some of the airplanes, the country and the Congress are going to 
say: Well, every year the number of airplanes bought by this adminis- 
tration has been going down. They had 2,700 aircraft for the Air 
Force a couple of years ago. Now there are only 1,800, and the Appro- 
priations Committee, arrogating to itself this great wisdom which it 
doesn’t possess, has reduced it fur ther. Every time you cut a man out, 
you save a lot of money, so we cut down the uniformed force from 
about 2,800,000 to 2.500.000. I rather think we could do that, but it 
would be most difficult without concurrence of the President. 

The Chairman of the Joint Chiefs and the President could do it, 
because they have the prestige and supposedly a lot more information 
than some of the rest of us have. So there is one of the things that 
we could explore doing, and it is one I have thought about for months. 

Now, let me say, in defense of the Appropriations Committee, we 
have our imperfections, we make mistakes, but we do work these long 
and trying hours, and to do this we have to have a passion for ano- 
nymity because we get no credit. 

We have these closed hearings and the public does not read: “Con- 
gressman Brown, in inter rogating the witness today on the interconti- 
nental missile, said, ‘You wont have this missile by 1960, you won’t 
have it until 1965.’ ” 

You could make headlines every day and fill the papers and get 
recognition, but the public interest would not be served. 

Mr. Brown. You can get praised on that. There are leaks every 
day. 

Mr. Manon. I don’t think so. 

Mr. Brown. You must read the newspapers as well as the budget. 

Mr. Manon. Not out of the Appropriations Committee. Show me 
one. The only one I think of in the last year was a statement of March 
13, in the New York Post, in which Robert S. Allen said that the com- 
mittee which I head had said that the SAGE system was far from 
perfect, and it was rather alarmed about it, because it didn’t offer 
the defense to the Nation which the Nation was really entitled to have. 

And the truth is that the system is a bit sluggish. 

That is the only leak I know of. 

Mr. Brown. Will you yield there just a moment ? 

Mr. Manon. I would. 

Mr. Brown. I would just like to mention for the record that the 
gentleman from Massachusetts and the gentleman from Ohio somehow 
found the method and the way to save some $832 million in connection 
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with the SAGE proposition, which, if put through as requested by 
the miliary forces, would have cost the American people that $832 
million. So, still I think there are opportunities to cut these Defense 
Department appropriations, but 

Mr. McCormack. I might say that is correct, but that is not the 
fault of the Appropriations Committee. They were using authority 
in law which they didn’t have the year before. 

Mr. Brown. No; instead I mentioned that for the purpose of 
answering the. gentleman when he said he had to follow the recom- 
mendations of the Defense Committee pretty well and we ought to 
depend upon the Defense Department or the President to tell us 
where to reduce defense expenditures. 

Now, I want to ask you another question in that connection. 

Mr. Manon. Let me comment on that before you ask another one. 
We change the defense budget from time to time. Last year we in- 
creased it by $900 million above the budget in one particular. 

Mr. Brown. You gave us some planes we didn’t need. 

Mr. Manon. Planes we didn’t need? It is well to say that, but you 
don’t have very many long-range intercontinental bombers. We don’t 
have too m: ny, and what I am trying to point out here is my friend 
from Ohio is in error in saying we rely wholly on the military. We 
don’t rely wholly on the military, as evidenced by the fact that even 
last year 

Mr. Brown. I didn’t say you rely wholly. Iam afraid you rely too 
much. You said yourself you didn’t feel you should cut it, that the 
President should cut it. 

Mr. Manon. I certainly didn’t mean to say that. Because I am 
going to cut it as far as L ean, safely as one member of the committee. 

Mr. Brown. Well, the $900 million appropriated last year wasn’t 
spent for intercontinental bombers, was it ¢ 

Mr. Manon. It wasn’t spent, but a considerable portion of it was 
obligated for intercontinental bombers and there will be more money 
required for this program and other programs to implement the 
defense of the United States, so we don’t need to be——— 

Mr. Brown. Well, I don’t want to get into details, I want to get into 
the broad question. 

Mr. Manon. I would like to go back to the $800 million saved by 
some change in the SAGE. I am always happy to give any of my 
friends credit for participating, as we all do, in trying to save money 
and get more efficiency. I don’t know about pinpointing the exact 
saving, but I think the gentleman from Massachusetts and the gentle- 
man from Ohio performed a very fine service, and we all need to work 
together in doing this job. 

Mr. Brown. Now let me ask you: You made the statement, as I 
understood it, and perhaps just being a country boy, I don’t under- 
stand all of these things, but I understood you to say that you believed 
the President and the Secretary of Defense, and these other people, 
should lead the way in showing where you could reduce defense 
expenditures ? 

Mr. Manon. I don’t know that I meant to say that. 

Mr. Brown. Would you follow the President’s suggestion if he said 
you could cut $2 billion out of this or that ? 





142 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


Mr. Manon. I am not a rubberstamp for anybody, President Eisen- 
hower or anybody. 

Mr. Brown. Then you don’t think he ought to lead the way ? 

Mr. Manon. I think he ought to lead the way. He runs the estab- 
lishment. He ought to lead the way, and I assume he would, because 
he submitted a budget for only $72 billion, and it could have been 
submitted for more. 

Mr. Brown. Would you cooperate with him on an idea like that or 
on a plan like that? 

Mr. Manon. I wouldn’t cooperate on any plan until I had seen the 
plan, nor would the gentleman from Ohio. I don’t want to buy a pig 
in a poke. 

Mr. Brown. But you want the House of Representatives to con- 
sistently and constantly practically buy pigs in a poke in voting on 
your defense appropriation bill, which the average Member hasn’t had 
an opportunity to study, or hasn’t had any information on, and has to 
take on faith? And may I add I think your committee takes a great 
deal on faith, because you evidently took the $900 million appropria- 
tion item on faith. 

Mr. Manon. Faith is our only hope in this world and in the world to 
come, of course. But I would like to say this: The committee brings 
bills onto the floor, and generally speaking, except perhaps in the last 
days of the session, they lay over 3 days as required by the rules. I 
have heard it said: Well, there are so many projects in this thing, if 
you give the House time to organize and logroll 

Mr. Brown. They might vote for economy. 

Mr. Manon. Let me finish—organize and logroll, then you approve 
that project and somebody approves another project, increase the bill, 
there will be no economies. That is said to be particularly true on 
public works type legislation. So in my opinion it ought to be possible 
for Members to know all about what goes on, but there is no physical 
way of doing that. And, of course, there are no rooms adequate for 
public hearings, but we will have in the other office buildings when 
they are completed. I want to say that insofar as I know, bills hastily 
considered on the floor have been hasitly considered there for the pur- 
pose of accommodating the Congress or for the purpose of trying to 
achieve economy. Generally speaking, they lay over 3 days as the 
rule provides. 

Now that is my feeling. 

Mr. Brown. Or, you might say, to prevent the Congress, the House, 
from working its will. And I am opposed to that. But suppose the 
House wants to increase an appropriation or items in all appropria- 
tion bills?) Why shouldn’t it have that right if we are going to have 
representative government? Why should it be confined to 45 or 50 
men on the Appropriations Committee ? 

Mr. Manon. Yes; the House should. I won’t argue with that, we 
ought to be able to battle out these things. And the House does. 

Mr. Brown. Let me ask this: Have you ever found any logrolling 
in the Appropriations Committee, or is it absolutely perfect, and the 
House itself is imperfect ? 

Mr. Manon. No, the Appropriations Committee is far from perfect, 
and no doubt there is some logrolling in all committees, Rules, on which 
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the gentleman serves, all committees in Congress, and we ought to 
eliminate this logrolling as much as we can. 

Mr. Brown. That leads me to another question. Iam glad you men- 
tioned the Rules Committee, which is a sort of impotent thing. 

Mr. Manon. It is a powerful committee, for which I have great 
respect. 

Mr. Brown. We had your chairman, Mr. Cannon, before the com- 
mittee the other day. and a very able member of the committee, one of 
the senior members, Mr. Colmer, of Mississippi, tried for 35 minutes to 
get a direct answer from him, which I will agree is a difficult thing to 
do at times, as to whether or not the Appropriations Committee, under 
his jurisdiction, had spent the $250,000 for added investigation or help 
and auditors, and so forth, to check on these requests of the various 
departments and agencies for appropriations. We never got the 
answer yet. Do you know? Could you answer that just so we would 
have it? My curiosity has been aroused. 

Mr. Manon. I must say I don’t know what the facts are. I can’t, of 
course, speak for other members of the committee. 

Mr. Brown. Mr. Cannon didn’t reply that he didn’t know. He just 
didn’t answer as I recall. He talked about everything else. 

Mr. Manon. Well, maybe you would want to call him. 

Mr. Brown. Mr. Colmer tried to talk to him. 

Mr. Manon. I don’t know. But I do know that we have voluminous 
reports from our staff, and so on, so many that I don’t have time to read 
them. It is a problem. You know it is good to get reports and staff 
studies, but to find time to read them is a different proposition. There, 
again, it is the press of time. We have the General Accounting Office 
and the FBI and the various agencies of the Government and our 
own staff working on studies and reports and surveys at all times. 
Different methods have been used, but it has been my observation that 
at nearly all times the men who sit across the table know their lesson 
very well, the men representing the executive branch, and they have 
got hundreds of reasons why they need this money. They have studied, 
they have practiced, they have rehearsed their presentations. They 
have written and rewritten their statements, and if you are going to 
cut the budget by outarguing the attorneys and the administrators in 
the executive branch, you never will cut the budget very well. So 
what you have more or less got to do is to say if you wish: As a matter 
of policy, this Government shouldn’t spend more than $65 billion, say, 
on Government on the next year. 

So as a matter of policy, we could say that we are going to make some 
big cuts, generally in an overall sort of way, which would not too 
badly cripple the operations of the Government. That has some 
merit, except that we more or less surr ender the control as to specific 
projects unless we pin down the items in specific language in the bill. 
But I think much can be said for the meat-ax method of reducing 
appropriations. 

Mr. Brown. Well, of course, there is no thought that any Member 
of Congress could possibly outargue the average bureaucrat who is up 
here trying to get more money ‘for the operation of his department 
or agency, ‘but it wouldn’t hurt, would it, if the Members of Congress 
sitting on your committee or sitting in the House itself, when we pass 
on a bill, to have at hand all possible information they could as to 
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whether the bureaucrats’ claims and arguments are sound and based 
on facts or not. 

Mr. Manon. Right. 

Mr. Brown. That is what I have been talking about, as to whether 
your committee is properly staffed, whether you ‘have made the proper 
studies. 

Mr. Manon. Well, apropos to that, let me say this: For any Mem- 
ber of Congress who has the time, there will be released intermittently 
by the Appr opriations Committee on the defense budget this year about 
5,000 or 6,000 pages of printed material. Most of it will be released 
weeks before the bill is considered, and this material will be all there to 
brighten up the Congressman’s day, if he can find the time to read it: 
see ¢ 

But he won’t find the time. But we argue with these people, we 
bring out the facts, and the facts are there for those who are willing— 
well, “I think everybody is willing, but for those who can find the time, 
there are vast volumes on the Air Force. Here is a big volume of 
1,000 pages. Here is one on the Army, one on the Navy. You have all 
that information, but when are Mr. Brown and Mr. Mahon and Mr. 
Smith going to read those hearings? It would be good. It would be 
ideal. But it isn’t being done generally at this time. 

Mr. Brown. Perhaps the hearings wouldn’t be so lengthy if you 
had the information you needed. 

Mr. Manon. Very well said, but when you talk about $72 billion, 
when you talk about $38 billion, in the defense budget, and say that 

5,000 or 6,000 pages is too little to explain that much one hesitates. 
Somebody was telling me the other day that since the time of Christ 
there had only been about a billion and a half minutes, so with so 
much money I think our fault is that we don’t go deeply enough, not 
that we go too deeply into these things and present too many facts. 

Mr. Brown. Let me ask you another question on this bill. I seem- 
ingly haven’t heard you too well this morning, or haven’t understood 
your testimony, because on 2 or 3 points you said that wasn’t what you 

said or that you didn’t mean that. Now let me ask you, I under- 
stood you to say that if this type of budget were adopted, you would 
have to have auditors and people going through these departments 
and agencies to see that the money is spent legally, and so on and so 
forth. 

Now, isn’t it just a fact, Mr. Mahon, that you have that same situa- 
tion now? 

Mr. Manon. You have some, and you should have some. 

Mr. Brown. Doesn’t the General Accounting Office have auditors 
and other representatives stationed in every agency and department 
of the Government of any size to see to it that the « appropriations made 
under the present system which you seem to want to retain, are spent 
according to law and properly ? 

Mr. Manon. Are you ready for me to comment ? 

Mr. Brown. Well, isn’t that correct? I would like an answer “Yes” 
or “No” on some of these questions. 

Mr. Manon. Well, you can’t have many yeses or noes. 

Mr. McCormack. Do you mean the Bureau of the Budget ? 

Mr. Brown. The Accounting Office. 
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Mr. McCormack. They testified the other way about post-audit. 
That is my recollection. They were commenting on the McCarthy bill 
the other day. 

Mr. Brown. I didn’t hear them. 

Chairman Dawson. Mr. Keller will testify on that bill today. 

Mr. Manon. Well, let me discuss this. You have 400 or 500 people 
in the Bureau of the Budget, speaking roughly. You have budget 
officers in the various departments. They have accountants and audi- 
tors and analysts. We have about 5,000 people, I assume—my figure 
may be wrong—in the General Accounting Office. We have a lot of 
people doing ‘all of this sort of thing now and we have to have. 

We need to keep a check and to ride herd. The Executive needs to 
ride herd over his own people. We need to ride herd to the extent 
that we can, though we are not charged with the administration of 
these programs. Now, let me say: Out of $72 billion in the budget, 
about $13 billion is to buy things, major procurement in the Defense 
Department. 

Now, there are five kinds of ballistic missiles in the budget for 
which money is being requested ; $3,700,000,000 is being requested for 
the entire missile program in the Department of Defense. About 40 
missiles other than the intercontinental or the ballistic missile type 
are in the budget, funds are being requested for most of these. All 
right. Now, if you say you can’t spend but so much money next year 
on this missile and on that missile, and they run about 45, very close 
tab must be kept on the exact progress on each missile. Officials can 
proceed so far, but they can’t step over, they have got to hew a cer- 
tain exact line there. 

If you want an intercontinental ballistic missile, you want it yes- 
terday rather than a long time off. So if you are going to buy it, get 
it as soon as you reasonably can, and don’t hold the people back just 
because of this barrier of a new fiscal year. That is not important. 

Mr. Brown. Of course, this bill doesn’t do that. 

Mr. Manon. It doesn’t do it if you can figure it well enough, if your 
accountants are good enough. Suppose you have a breakthrough. 

Mr. Brown. It provides for such emergencies. 

Mr. Manion. Suppose you have a breakthrough. 

Mr. Brown. You have studied the bill 

Mr. Manon. Let me finish. Suppose you have a breakthrough, and 
you say by putting another $10 million or $20 million into this bal- 
listic missile we can beat the Russians to the punch because of some 
new development and complete the missile. You won’t have the funds 
there because you have only APERCpee ited the amount you estimated 
they would spend in the year, whereas you have already committed 
yourself to build the entire win tbe That is my feeling. It undoubt- 
edly would take more accountants, more auditors, more bookkeeping, 
more legislation, and more forms for records. 

Mr. Brown. Have read the legislation, and do you know it provides 
means of meeting that? I suggest, before you testify on legislation, 
you read it. | 

Mr. Manon, I think my testimony speaks for itself. 

Mr. Brown. You are simply favoring the present plan. 

Mr. Manon. No; I am saying the accrued expenditures plan won’t 
save $4 billion insofar as I know, or a billion dollars, insofar as I know, 
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and I don’t see any real merit in it, though I respect those who say it 
has merit. That is my view. 

Mr. Brown. Let me just refer, George, quickly, in a humorous sort 
of way, facetiously to that chap who wrote you from Texas about the 
$4 billion that was to be saved. 

Mr. Manon. $4 billion. 

Mr. Brown. That you say was wrong. He is the only Texan I 
have ever heard of that was ever wrong about any given subject, and 
I want to congratulate you on having one fellow in Texas that was 
wrong. When I see two Texans disagree, that is something. 

Mr. Manon. Let me comment on that. 

Mr. Brown. You may comment. 

Mr. Manon. I hate to disillusion my friend, but no Texan would 
write me such a letter, no one from my own congressional district, 
particularly. This man was from Wisconsin. He was so far away 
from Texas he didn’t adequately know of the virtues of Texas. But 
he was speaking of all Members of Congress who opposed the proposed 

lan. 
i Mr. Brown. That clears the record, because I certainly wouldn’t 
want to be one to bring out here on the record that some Texan had 
been in error about any given subject. 

Mr. Manon. One or two of them have been. 

Mr. Brown. Now let me ask you another question. What is the 
carryover we will have in our military and defense funds this year? 

Mr. Manon. The carryover in unexpended funds? 

Mr. Brown. Total. Understand what I mean ? 

Mr. Manon. Exactly. The carryover in unexpended funds in the 
Department of Defense will be in the area of $36 billion. That is 
under the present system. If we had the accrued expenditures system, 
the carryover, in contract authorization, would be substantially the 
same. Sol don’t see any great reason—I heard a man 

Mr. Brown. But the Congress has already appropriated that $36 
billion or $37 billion. 

Mr. Manon. Or if we had this program we would have authorized 
the program, and not appropriated for it. Now, there are some people 
who have told me in the past that it looked like a shame for all of this 
money to be lying in the Treasury drawing interest because of these 
carryover funds and that it wasn’t fair to the taxpayer. Of course, 
everybody in this room knows that when appropriations are made, the 
funds are not provided until approximately the time the expenditure 
is being made, so there will not be $36 billion in cash on hand. I am 
using a very rough figure to point out that such funds are not lying 
in the Treasury, drawing interest, for the purpose of implementing 
these programs of the Navy ships, aircraft, atomic bombs, and planes 
and guided missiles, and all that kind of business. 

Mr. Brown. In other words, though there will be total defense 
appropriations, including those carried over, of about $75 billion, if 
you appropriate $38 billion for this year and if the Comptroller or 
the Director of the Budget is right when he figured off his records a 
$37 billion carryover—that much has already been appropriated, and 
the country is obligated to meet the cost through taxation in the future 
unless some of it is rescinded or recaptured. 
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Mr. Manon. Yes, Congress could stop it at any time. If Congress 
has the courage and the will, it could rescind those programs, and if 
we had the contract authority we could rescind that. In each case you 
would have to pay some cancellation costs. 

Mr. Brown. Well, the $900 million we appropriated for aircraft, 
most of which wasn’t spent, hasn’t been rescinded, has it? 

Mr. Manon. No, because it has been applied to the present program 
and the President’s budget is now less by reason of that $900 million 
which was provided and only spent in part last year. 

Mr. Brown. What is the total cash budget for this year? 

Mr. Manon. The budget is in the area of $70 

Mr. Brown. No, that is the budget submitted by the President. Th. 
cash budget I am talking about. There are two budgets. 

Mr. Manon. The expenditures budget and the appropriations 
budget. 

Mr. Brown. What will actually be spent in the way of cash in the 
coming year ? 

Mr. Manon. In the area of $85 billion to $86 billion will be spent 
out of trust funds for social security, out of the road program, and 
everything else is in that area. This would be the whole spending 
budget for all purposes. 

Mr. Brown. When the Director of the Budget was asked that ques- 
tion the other day, he first said around $82 billion, but when I got him 
to add it up from his records it came up to $87 billion. 

Mr. Manon. A member of the Appropriations staff here tells me it 
is about $86 billion. 

Mr. Brown. It is approximately $87 billion, I believe. Now, how 
thoroughly do you go into this?) Does your committee keep any track 
at all of how these formerly appropriated funds are expended by the 
different departments that get them ? 

Mr. Manon. Yes, we say: What did you do with the money we gave 
you last year? What is the extent of your obligations as of this date ? 
And they will say: Well, as of June 30 we had proceeded so far and we 
have expended so much, or rather as of December 30, or maybe now 
they could say as of the last of February or the first of March. They 
would say: As of that date we had obligated so much and we had 
expended so much. 

In other words, we undertake, insofar as it is humanly possible, to 
keep up with this almost unmanageable thing called the United States 
Government. 

Mr. Brown. Do you have any investigators who go out and check 
afterward to see how the money you have appropriated has been spent ? 

Mr. Mawon. Yes, and any changes made in programs, we get those 
things submitted. 

Mr. Brown. Of course, on many of these incidents, the ordinary 
garden variety, the taxpayer citizen doesn’t hold any official position. 
What compels people like this gentleman from Wisconsin to write in 
is they have often seen some evidence of waste and extravagance. I 
appreciate you can’t eliminate all of that, but I noticed a report the 
other day that Military Air Transport Service wants 2,000 more 
planes. Isthat correct or not? 

Mr. Manon. You have asked me several questions. Let me com- 
ment. Some taxpayers may have unduly condemned our President 
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for his budget. The budget is probably not as bad as it has been 
painted. The President made a serious mistake, it seems to me, in 
not forthrightly standing up for his budget when he submitted it. He 
is doing it now, but originally there seemed to have been a desire to 
say we are for all of the projects and all of these things, but we are 
for economy, too. Of course, we can’t have our cake and eat it, too. 

But now the President is forthrightly saying what I think he should 
have said in the beginning: “If you want these things, if you want 
this defense, if you want this security, if you want these welfare pro- 
grams, then you have to pay for them, and based upon the existing 
legislation and our appraisal of the world situation, this budget is 
sound and I stand by it as President Dwight D. Eisenhower.” 

If he had done that, I think he would be in a better position. He is 
doing it now, but he has planted this seed of contempt for the budget, 
or some have planted that seed among the people. The President and 
Secretary Humphrey are not really deserving of all of the criticism 
they are getting. But that does not gloss over -the fact that the budget 
is extremely high, that it ought to be reduced; it has been reduced. ‘In 
the Appropri: itions Committee I have moved the reporting of bills 
thus far eliminating about $850 million from the President’s budget. 

Mr. Brown. How far along are you, George, one-fourth of the way, 
one-third of the way ? 

Mr. Manon. We have considered about $13 billion of the President’s 
overall budget, which means we have cut that about 6 perc ent. Now 
let me tell you another thing that inflames the taxpayer. It is misin- 
formation which is put out. ‘Lread where a Congress—— 

Mr. Brown. Well, do executive sessions of your committee lead to 
misinformation getting out ¢ d 

Mr. Manon. This was in an open session of another committee. 
A statement was made in the Washington Post and Times Herald of 
Sunday before last about tremendous waste. Among other things, 
it was said that if the Defense Department would change the way of 
computing rations for the soldiers, you could save $200 million” per 
year. This was printed in what I believe we call the “Parade.” So 
we had Mr. Shoemaker of the Hoover Commission, the president of 
the Lackawanna Railroad, and a very fine man, and I said: You 
have got a good bill of goods to sell with the Hoover Commission, why 
do you try to sell fraud and falsehood ? 

“Well,” he said, “Congressman, we don’t try to do that.’ 

T said, “Well, what about this $200 million,” and I read him this 
article which was offered by a Member of the Congress, and I said 
“That isn’t true; you and I know it is not true, but my constituents 
have read it and they h: ave sent it to me and they s say ‘Why do you 
let things like that go on?’’ 

So I appealed to him: Let’s don’t oversell our case. Yesterday I 
had a letter from him. I wish I had it here—in which he said there is 
no evidence that changing the head count in providing rations for the 
soldiers would save any $200 million or save any money, as I recall. 

At one time uniformed ecrities said: “Oh, horror of horrors, the 
Army has 150 million can openers,” and the letters came in and I was 
taken off-base. Why did we let them buy 150 million can openers? 
Everybody had a merry time. Members put it in their news column 
back home and everybody was pointing out how stupid and dishonest 
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nye were in the Pentagon. Well, I called the Pentagon. I 
sald: 









What are the facts about can openers? I don’t remember that. 


So they dashed down with a box of can openers. They cost a small 
fraction of a cent each. It was about the size of a safety razor blade. 


They said: 


Congressman, we are at war in Korea, those people have to have field rations. 
There is a can opener with all of these cans. If soldiers are in a foxhole they 
ean’t bite cans open. This is the little gadget. If you have a million men out 
and they use one of those at each meal, you use them up pretty fast, wouldn’t you? 

I said: “Thanks, very much,” that is all there was to it. But the 
American people thought of these can openers housewives have on the 
wall [indic ating], and they said: How could they buy somany? The 
American people have been misled a great deal about Government 

vaste in and out of Congress. 

Mr. Fascetx. Will the gentleman yield at that point? 

Mr. Manon. I certainly will. 

Mr. Fascety. The truth of the matter is we couldn’t stop them from 
buying can openers if we wanted to. 

Mr. Manon. Why can’t we fail to appropriate the money ? 

Mr. Fascetz. We can’t legislate negatively, can we ? 

Mr. Manon. We can say: No funds in this bill can be used for the 
procurement of can openers, and that isn’t subject to a point of order, 
perfectly legal. 

Mr. Fasceti. That is the only way to stop them, isn’t it ? 

Mr. Manion. We don’t want to stop them. 

Mr. Fasceru. I understand that. Once the funds have been ap- 
propriated and go to the executive branch of the Government, they 
have control over the funds. 

Mr. Manon. But they have to come back next year, and generally 
speaking they are going to spend the funds on what they were appro- 

sriated for. Now, there are some dishonest people in the executive 
Seanels but mostly they are good, honest God-fearing people, doing the 
best job they know how, just like Members of Congress and just like 
our constituents. And it isn’t fair to intimate that the people in the 
executive branch are stupid and dumb and practically all dishonest. 
[ think we ought to put this whole thing on a high lev el. 

Mr. Fasceti. I agree thoroughly. I just wanted it in a proper 
frame or reference. 

Chairman Dawson. Are you through, Mr. Brown ? 

Mr. Brown. No: I would like to finish. 

Mr. Fascert. Iam sorry. 

Mr. Brown. Thatisallright. Mr. Mahon, would it be your opinion 
that perhaps the American people are susceptible to some of these 
reports they get because of the fact they are fed up with the terrifically 
heavy burden of taxes they must bear 

Mr. Manon. Yes, they would like to believe there is an easy way to 
have their cake and eat it, too. 

Mr. Brown. Aren’t there just some decent, honest Americans, out- 
side Congress and the executive branch of the Government, smart 
enough to know extravagance when they see it ? 

Mr. Manon. And they perform a good service when they report it 
to us. 
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Mr. Brown. The trouble is something isn’t done about their com- 
plaints most of the time. Now, this Government Reorganization Com- 
mittee has investigative power and this committee has investigated 
things and it hasn’t all been as beautiful and starry-eyed as you have 
described. We have found waste and extravagance, stupidity and 
corruption. 

Mr. Manon. We have, too. 

Mr. Brown. In many of these Government agencies. And the 
people’s money has been wasted and continues to be wasted, and some 
of the things go to pretty high places, as far as that is concerned. 

Mr. Manon. The people’s money has been wasted. It will continue 
to be wasted as long as we have a government. Our problem is to 
scrutinize every dollar as carefully as we can, eliminate all of the 
spending that we can. 

There is waste in many places in and out of Government, but the 
problem is to eliminate it, and I think it is wonderful that the Ameri- 
can people are aroused, and I think it is wonderful that we are talking 
about this problem today. 

A few years ago we wouldn’t have talked at such great length. One 
of the things that makes it hard in the Defense Department—I have 
been warning them—they say: Well, the Defense Department is being 
run good now, Charley Wilson is Secretary of Defense. But they are 
getting restive and they are about to charge them again with all of 
these charges which may be truths or half- truths. Certainly there is 
enough truth as to waste so that we can rely on the truth without 
relying on the fabrication. 

Mr. Brown. The trouble is—— 

Mr. Manon. Let me finish my sentence, I insit. Now, during World 
War II, our objective was to win the war. After the war everybody 
wanted to come home and every Congressman was besieged and was 
writing and phoning and trying to get servicemen home, and it was a 
very noble objective. They had fought nobly and bravely and won, 
and so the GI’s of World War II know about some of this waste, and 
it was very shocking. We have volumes about it. We have volumes 
on present-day waste, and I would be glad to send them to the com- 
mittee. 

Mr. Brown. Mr. Hébert is doing some work on that. 

Mr. Manon. He is doing good work, but there has been vast im- 
provement in the Defense Department under your administration— 
the Republican administration, I mean, it is our administration—they 
are getting a little better all of the time, whether Democrats or Repub- 
licans are in power. They have gotten accustomed to managing a high 
budget. When they were managing a $12 billion budget and went to a 
$50 billion budget during the war, they weren’t able to do a good job, 
it was quite inadequate. But people go back and rehash these stories 
of waste in World War IT, they don’t date them, and you would think 
it happened yesterday. That is another thing that gives us trouble. 

I think a much better job is being done. Weare getting progressively 
better in many ways. 

Mr. Brown. Some of the things I am thinking about have been found 
and substantiated by other committees of Congress in the last few 
months, or in the last year. I just want to make it clear, if I can, 
here, that I don’t believe that the Defense Department is omniscient 
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or omnipotent or that they are perfect, or that anyone that criticizes 
waste and extravagance in Government is not a good citizen, or is 
stupid or asinine, or what is the word, “fatuous,” is it not Mr. Mc- 
Cormack? A member of Congress is fatuous if he tries to save money 
for the taxpayer. 

Mr. McCormack. Who was it used that word ? 

Mr. Manon. The President was the last one I know of. 

Mr. Brown. The last one that used it was a member from this com- 
mittee, the gentleman from Michigan, Mr. Hoffman. But if you 
have the idea that the American people, George, are not looking for 
some method, some way, and want the Congress to find a way to | give 
us better control of the governmental purse strings, and to let “the 
people and the Congress know what is being spent, and how it is being 
spent, then I want to assure you that, in my opinion, you are very 
much mistaken. This bill th: at has been presneted is in an effort to 
reach that goal. Whether it is right or wrong, I don’t know. But 
you have simply critcized in your testimony this particular plan, and 
you haven’t suggested any way to better it. Now I hope that we can 
have the benefit of your broad experience, and I know that you are 
a great American. 

I have the greatest admiration and affection for you, but what we 
need and what we want, if this isn’t right, then we need some one who 
has had this experience, as on your committee, not to just obstruct, or 
find fault, but to find and suggest a way that we can do it. This com- 
mittee is anxious to accomplish that, too, I am sure, regardless of 
politics or anything else. 

Mr. Manon. Well, I will tell you now, if I may comment. It would 
be easy to ring the bell and wave the flag and say: People, we can save 
$4 billion if we will change our accounting methods and methods of 
appropriation, if you knew you would never get it changed, it would 
be safe to do it politically. It wouldn’t be proper. But let’s don’t 
try to sell something to the people which really don’t offer them any 
hope. That is my only criticism of this. We go back to the Bible 
and we find that it is said: Well, what man among you, who, if his 
son should ask for a fish or should ask for bread, would give him a 
ser pent or a stone? 

The people are crying for economy. They are crying for efficiency. 
I want to give them something. I don’t want to give them a stone. 
I want to give them bread that will sustain them. 

Mr. Brown. I think you do. I want to say that to your credit. But 
there is nothing in this bill which says $4 billion. You have based half 
your argument this morning against this bill on the statement made by 
some citizen, I don’t know who he is, that you say—I thought at first 
you said he was a constituent, now you say he is from Wisconsin. 
That isn’t any justification as to why a measure should be defeated or 
rejected. The question is whether or not it will be helpful. Now, the 
General Accounting Office, and the Bureau of the Budget; both say 
that this bill will be of help, and 

Mr. Manon. It would be of help to the accountants, they would 
love it. 

Mr. Brown. Mr. Cannon, yourself, and Mr. Taber—I presume they 
will testify : that they want to keep 
the same old method about which we e have been talking, which, in 
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the minds of a great many people, has not been as efficient as it should 
be, or, as I think you or I would like to have. 

Mr. Manon. Let me quote from this report of the Appropriations 
Committee on improving the congressional control, page 6: 





No funds whatever can be withdrawn from the Treasury save in consequence 
of a valid authority granted by Congress to first create an obligation on behalf 
of the Government. 

You can create that obligation by appropriating the money or by 
contract authorization. 

That is the beginning point in the budgetary process, the point of control, and 
it is the key to the situation. 

In other words, the only way to cut expenditures is not by account- 
ing stratagems and gadgets and vehicles, but by just simply not ap- 
proving programs and approving appr opriations or obligational au- 
thority. 

The most consistently accurate barometer to future spending levels is the di- 


mension of authority accorded by the Congress to enter into obligations on be- 
half of the Government. 


You can use one method or another but that is the key. 


Denial of authority to obligate precludes a subsequent expenditure. Curtail the 
input of new appropriations, and other forms of obligating authority, and spend- 
ing will come down. 

Now, we would like to gloss that over. We would like to forget it. 
We would like to find another remedy, but under heaven there is no 
way other than that to doit. I will quote again: 

Curtail the input of new appropriations and other forms of obligational au- 
thority, and spending will come down. 


Now, you can do what you want to otherwise, but that is the way 
to do it. 


Grant authority to obligate, and the expenditure inevitably will follow, as the 
night follows the day in due time. Many who advocate changes to the accrued 
expenditure basis of stating appropriation do not seem to fully appreciate or 
recognize this extremely simple truth. 

It is a very simple truth. You can’t do it other than by reducing 
authority, appropriation, or obligational authority. You have to do 
that, and you can’t keep on authorizing programs and say you want to 
cut expenses, because it is impossible. 

Mr. Brown. You are just as right as rain, and that is the reason 
why some of us in Congress, Mr. Mahon, have been voting against these 
authorizations, even age inst our own administration and against many 
of these expenditures. and against many appropriation items. T he 
trouble is we don’t often receive as much help as we should. I am 
perfectly willing, personally, to stand on that statement, anyway. 

Mr. Manon. That is really the only answer. We can talk all day, 
but that is the answer. 

Mr. Brown. I am rather proud of my personal record in that direc- 
tion. I practice what I preach. I don’t preach one thing and practice 
something else. 

Mr. Manon. “It is what you do, not say, that will be counted on 
judgment day.” In Congress we can talk about economy and talk 
about different types of procedures, but the only way to get it is to vote 
for less expenditures or less obligation. 
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Mr. Brown. Well, we will have further opportunities this after- 
noon to vote on appropriation matters. 

( Discussion off the record.) 

Mr. Manon. I don’t think there is too much difference in our —- 
ions, Democrat or Republican. We all want to find a way to reduce 
expenditures. There is no way but the hard way. The way of the 
cross, the song says, leads home. The way to economy is sacrifice. 

Mr. Brown. The only difference in opinion is, 1 think, your way 
has failed and we ought to try something new. 

Mr. Manon. I think we ought to try something new if it is better 
than the old way. But on your way back to Ohio, don’t ever take an un- 
tried road if you know of one that will get you there. 

Mr. Brown. If any group has ever explor ed untraveled roads or 
pathw ays in this wor ld, it has been done by our Government in the past 
25 years. 

Chairman Dawson. Congressman, your colleague from Texas, Mr. 
Kilgore, asked me to express his regrets that he could not remain. 

Mr. Fascety. Mr. Mahon, will you please tell me what the difference 
is between contract authority and obligational authority? 1am sorry 
Mr. Brown has to leave at this point. 

Mr. Manon. Well, on the standpoint of dollars in the Treasury, of 
course, there is no difference in contract authority or direct appropria- 
tion. Now we just take a Navy carrier—that is a simple thing. You 

‘an appropriate $10 million and authorize $300 million and go ahead 
with your Navy carrier for a while, but when you start the carrier you 
will have a great waste unless you complete it. If you do not complete 
it, there is going to be a lot of waste in any system. There is no money 
withdrawn from the Tre: asury either way, but what you do under the 
—_e system is to, kind of kid yourself and the other people, be- 

‘ause you don’t face up to the fact that you are buying an article—it 
is installment buying. You are buying an article which you have 
to pay for. 

Mr. Fascetx. I understand that theory and I am perfectly aware 
that the obligation isthe same. Now, do I understand you to say, then, 
that there is no difference between contract authorization and obliga- 
tional authority / 

Mr. Manon. Well, that is one form of obligational authority. 

Mr. Fascett. Is obligational authority now carried on the books 
of the agency or the department ? 

Mr. Marion. Well, it has to be in some form, the cash or—— 

Mr. Fasceti. Or the liability ? 

Mr. Manon. Yes, or the liability. The obligation is there. 

Mr. Fascety. The reason I ask that is because it was testified before 
this committee that a contract authorization would be carried as a 
liability on the books of the agency and so reported. I just wondered. 

Mr. Marron. Well, it would be reported as contract authority and 
we would have to have money to liquidate it at some time. 

Mr. Fasceii. The same as an obligation ? 

Mr. Manon. Yes. I am really not an accountant and I am a novice 
in this field, to be perfectly frank. 

Mr. Fascert. Well, let’s start out with some basic premises. First 
of all, let’s assume that the proposed legislation would create no savings 
of any kind, not even 1 cent. 
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Mr. Manon. Yes. Well, nobody has proved 1 cent saving that I 
know of. 

Mr. Fasceru. Let’s take that as a predicate. Predicate No. 2: Let’s 
assume, furthermore, that the place to control expenditures is at the 
time you make them. 

Mr. Manon. Not the time you make them, but the time you appro- 
priate the money or create the obligation. 

Mr. Fasceiu. Or create the obligation; all right, sir. Now let’s 
start with another basic premise, that once you appropriate the money 
to the Executive, it then becomes the administrative responsibility 
of the President and his agents to administer the money wisely and 
correctly, efficiently and economically. 

Mr. Manon. And in accordance with the pledge made to Congress 
when the money was secured or the obligation was secured. 

Mr. Fascetzi. Right. Are we agreed, therefore, that the Congress 
has absolute control at the beginning of the process ? 

Mr. Manon. Yes, the Congress can give or it can deny. 

Mr. Fascertu. Are we agr eed, then, that the C ongress has some con- 
trol in postauditing through the General Accounting Office ? 

Mr. Manon. I would say so. It is after the fact, though. But you 
do find out what has been going on. 

Mr. Fascetx. That is the way with most audits, unless you are going 
to preaudit the budget. 

Mr. Manon. Yes. 

Mr. Fasceiu. That reduces us to one problem; and that is, the ad- 
ministration of funds during the process of expenditure. Now, I 
would like to ask you whether or not you feel that is totally the re- 
sponsibility of the Executive or whether it is jointly a responsibility of 
Congress and the Executive. 

Mr. Manon. Let me get your question again. Say it in different 
words, if you will. 

Mr. Fascerzi. We establish the fact that Congress does have com- 
plete control at the beginning of the budgetary process. We have 
established the fact that Congress has some control, by postaudit, on 
future appropriations. 

Mr. Manon. On future appropriations, yes. 

Mr. Fascetz. That leaves us, then, with only one phase of this prob- 
lem for discussion, as I see it, and that is some kind of control during 
the process of expenditure of the funds. 

Mr. Manon. If we want to buy something, we commit ourselves to 
it, we say to the Executive “Buy the carrier as soon as you can”; but 
they say we won’t get it except according to a certain schedule, roughly 
speaking. 

We cannot, under our form of Government, put on a different hat, as 
legislators, and go over and be administrators, of course. 

Mr. Fascety. No, definitely not, and I am opposed to that idea. I 
think there is too much of that now put on the backs of Congress, to 
start with. I think that is a great misconception and it certainly i is 
not only unnecessary, but I think extremely unwise. I have got enough 
responsibilities as a legislator without undertaking to run the depart- 
ments of Government. 

Mr. Manon. If we are to hold the Executive accountable for good 
administration, then after we have approved the funds and given the 
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money, we must permit him the liberty to administer. Otherwise he 
will charge us with faulty administration. 

Mr. Fascenx. Well, then, on this process of scrutinizing from a 
legislative standpoint, the administration of funds during “the time 
which they are being expended, the only system we have now is that 
the Appropriations Committee says: What did you spend your money 
for last year? Did you doa good job? Did you doa bad job? Is that 
the extent of the inquiry at the present time ? 

Mr. Manon. Well, we find out how much you have spent, what did 
you spend it for, did you carry out the purposes which you said you 
would carry out, have you fulfilled your obligations to the Congress in 
the assurances you have given, what progress shave you made? 

Then we have procurement and other investigations. We had one 
last year. We have one this year, when we go out and we kind of see 
what actually happened from our standpoint, because we want not 
only their word, but we want to have a look-see of our own, and that 
is generally the picture, and of course, as Mr. Wilson, of the Appropri- 
ations staff here has reminded me, we get the GAO reports all the 
time. 

Mr. Fasceryi. Well, I am just wondering at this point what records, 
with respect to expenditures, could be examined in the course of that 
inquiry. 

Mr. Manion. Well, we work about 4 months on the military bill, for 
example. We work until we are almost out on our feet trying to keep 
up with this big problem. 

Mr. Fascetu. I understand that. I understand it is a big problem. 

Mr. Manion. But we don’t have any lack of power. We don’t have 
any lack of jurisdiction. 

Mr. Fascetx. I understand that, but the question I am asking is: 
Do the departments have a lack of proper record to make a determina- 
tion on what they tell you? 

Mr. Manon. I believe they have pretty ample records. There has 
been a vast improvement in the Government procedures in presenting 
budgets and presenting expenditures and obligations and programs, 
and so forth. 

Mr. Fascect. From the standpoint of evaluating an expenditure, 
from the standpoint of determining whether or not we can properly 
evaluate an expenditure during a prior fiscal year, as related to a total 
program, 

Mr. Manon. I see what you are talking about, but I don’t see that 
has anything to do with the issue as to whether you have an accrued 

xpenditure or the other kind. 

Mr, Fasceti. Because your records under the present system might 
not require you to keep that type of expenditure accounting within 
your department so as to require you to submit detailed costs to the 
Appropriations Committee, which makes its necessary, therefore, if 
the Appropriations Committee is going to properly evaluate what has 
been done, to know the exact det ail of the construction contract which 
was prev iously authorized. 

Mr. Manon. We have almost unlimited authority and power to re- 
quest information and to give them the funds in order to make it possi- 
ble for them to get the information for us. 

91064—57——11 
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Mr. Fascetu. I understand that. 

Mr. Manon. In my judgment, the information provided now is as 
adequate as we need. 

Mr. Fascetyi. Under the present system ? 

Mr. Manon. Yes. 

Mr. Fascett. Agreed. I have no argument with that. I was just 
wondering w hether or not it would be adequate. 

Mr. Manon. I think it is, and if it isn’t adequate it is the fault 
of Congress that we don’t get it, require that it be adequate. We don’t 
need legislation to do that. 

Mr. Fasce.y. I understand that. If there is any need for this legis- 
lation at all, it would seem to me it would be in that area and no other. 
Now, let me ask you about some budgetary processes. Am I correct 
in asssuming that in the budgetary process that the departments have 
already started making up their budgets for the fiscal year 1959, that 
they will be submitted to the Bureau of the Budget this fall ? 

Mr. Manon. Yes, in all probability they have been working that 
budget up already. For example, they probably started 5, 6, or 7 years 
ago on their plan. For example, the Corps of Engineers w ill say: We 
want to carry out a program of so many hundred million dollars a 
year. And they have been working for years on how they move to- 
ward that, within the framework of the law and the authorization. 

When Secretary Kimball was Secretary of the Navy, he said the 
Navy, for a 10-year period, ought to build one big carrier each year. 
I am giving some extreme examples. But just the overall proposi- 
tion, they are considering now in the Pentagon how big the Army 
should be, how big the Navy should be, how big the Air Force should 


be, and all of these things relate to the budget, so they work on these 
things for a long period of time within the agency, then they talk to 
the head of the agency, then they come to an agreement, there are clear- 
ances back and forth between the Budget Bureau, no doubt, the Budget 
Bureau has representatives in the Pentagon or in the agency, wherever 
it happens to be, Atomic Energy, Health, Education, and Welfare, 
and ev a ha is more or less advised as to what goes on, and then 
] 


they finally submit a budget and it is finally approved after some alter- 
ations here and there, and finally sent in toto to the Congress in 
January of each year. 

Mr. Fascett. Well, Mr. Mahon, you have had a great many years 
of experience in dealing with the appropriation. I would like to 
ask you what is your opinion on the validity of any budget sub- 
mitted to the Congress of the United States? 

Mr. Manon. Well, I often think that we attribute too much validity 
to it. The budget has been helpful in the past in holding down ex- 
penses, because you always have to go through the “sound barrier” 
to go above the budget. 

If we have a project within the budget, we can get it approved much 
more easily than if it is not within the budget—if it is above the 
budget. So the budget has been, to some extent, a break, a guard 
against even higher expenditures. For example, there was a lot of 
complaint, and now in hindsight more complaint that we went above 
the budget for the Department of Defense last vear on some of 
these things, but no budget is sacred or sacrosanct and it is largely a 
matter of policy: Do you want to spend all of this money for these 
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welfare programs, do you want Federal aid to build school buildings, 
do you want to launch a lot of irrigation projects, when we are al- 
ready producing too much on the land we now have in cultivation— 
all of that business, it is largely a matter of policy. Congress is a 
policy organization, and I think maybe we give too much time to 
chasing the grasshopper and the hare and we overlook the elephant 
and the hippopotamus, if you get what I mean. I think we ought 
to sit down and think more and talk less probably and try to act as I 
think we are meant to act, as broad policy people. To try to get into 
every dime and dollar, that is a matter of administration. If you 
have good management, that will take care of itself. If you don’t 
have good management, nothing will take care of it. 

Chairman Dawson. You appropriate only the money to be spent 
in a year, that is a break. 

Mr. Fascety. The Appropriations Committee has to, of necessity, 
go behind the budget. They go into the departmental budgets, co 
they ? 

Mr. Manon. Oh, yes. Just yesterday we discussed in the Appro- 
priations Committee the flash estimate of the Air Force for about $24 
billion, the next estimate which was a little bit more solid was maybe 
$21 billion, the next estimate—I am speaking very roughly, and prob- 
ably to some extent erroneously—was about $18 billion, and the final 
budget agreed upon was $17 billion-plus in the Air Force. I am just 
talking about the Air Force. 

Now, we say: What did you have in the $24 billion budget that you 
didn’t have in the $17 billion budget ? 

The answer is given “Well, we had some more B-52 long-range 
bombers, we had this and that,” and they are all enumerated, any- 
body who has the time can read this in the hearings. So it is my 
thought, that some of the best time that we can use in Congress is ex- 
ploring the validity of the requests that are made. Who made this 
decision? I don’t any more believe that President Eisenhower had 
an intimate part in the details of the Defense budget than I believe that 
it is raining outside. 

Mr. Fascetx. That is exactly the point I wanted to get to. 

Mr. Manon. In other words, the President is so busy, he can’t do 
all of those things, and even those of us who work closely on Govern- 
ment operations, we don’t know everything that Government Opera- 
tions members ought to know, and we can’t keep up with all of these 
things, so these budgets are what they are said to be, they are esti- 
mates of what ought t to be done. 

Mr. Fascety. Well, now, sir, are these departmental budgets line 
budgets and item budgets? 

Mr. Manon. Yes, they are line by line when presented in hearings 
to the Appropriations Committee. 

Mr. Fascetu. Has it ever come to the attention of the Appropria- 
tions Committee as to whether or not departmental budgets were pro- 
jected on IBM machines? 

Mr. Manon. Oh, my goodness: witnesses can talk to you for days. I 
have listened to days of testimony about how they calculated this thing 
through the IBM; I almost wish they had never invented the machine. 
But it is not possible to make all of these calculations very well without 
taking hundreds of thousands of man-hours, without the use of these 
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modern gadgets. And so people have to discount those things arrived 
at by machines. Sometimes some girl punches a million “when she 
should have punched a thousand, no doubt, and there are errers, but 
they scan those things, they work on them, but they do make some 
mistakes, some of them are rather glaring at times. 

Mr. Fascety. Has the Appropriations Committee ever found in a 
departmental budget that it seems rather apparent that in the prepara- 
tion of that budget all that was applied to it was an “X” factor for 
extension purposes only into the next fiscal year ? 

Mr. Manon. I don’t understand what you mean. 

Mr. Fascety. Let’s take a hypothetical case. There is a budget of 
$5 billion. Normal growth is 10 percent. My next budget then would 
be 10 percent higher ? 

Mr. Manon. Well, I am not familiar enough with that particular 
point. But if you launch a program, like for the REA, as we did years 
ago, you couldn’t do much in one year, then the next year you do more 
and expand it, and then next year you do more, until finally the whole 
Nation is electrified, which is finally the case. 

Of course, they would have to provide for an increase in there along 
those lines, but it is fairly simple if you have the time and patience 
to find out the basis upon which these budgets are predicated, but it 
isn’t humanly possible for a Member of Congress generally to go into 
all of these details, and the Appropriations Committee can only doa 
partial job on that. 

Mr. Fascett. Now do you feel that it would be helpful if the Appro- 
priations Committee had some assistance with respect to budgetary 
preaudits to determine the validity of a specific area of the budget? 

Mr. Manon. Well, we have people—well, the man who would be 
sitting to my left now, if I were in the committee, where we are hav- 
ing the defense hearings, he has had 14 years of budget experience. He 
was in the Budget Bureau for 7 years, he was Budget Officer at 
Oak Ridge for 214 years. He has had lots of experience. We have a 
relatively small staff of men who are experts, none of whom are from 
Texas, none of whom were appointed upon my recommendation, and 
there is absolutely, as far as I know, no politics or favoritism, no per- 
sonalities involved in the selection of these staffs, and so we have those 
people, and then we call on the different agencies, the General Account- 
ing Office, for example. I note in here. in looking this document over, 
that in the Comptroller General of the United States annual report for 
1956, he says: “The House Committee on Appropriations again re- 
quested the assignment of General Accounting Office personnel to work 
with the committee.” 

Quoting the next page: “For the second consecutive year, a report 
was made to the committee containing significant findings resulting 
from our review of the operations of the agencies of Gover nment, as 
evidenced by the published hearings of the committee, the material in 
this report was used extensively in considering appropriation bills. 
A similar report will be made to the committee”—this is a report from 
the General Accounting Office—“will be made to the committee prior 
to the beginning of the 85th C ongress. Several special reports were 
also made to the Senate Appr opriations Committee in response to re- 
auests for information on matters under consideration by that com- 
mittee.” 
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We work very closely with General Accounting. 

Mr. Farceun. I appreciate that, and you have done a good job and 
you have had excellent cooperation. I only asked if you needed any 
assistance with respect to the preaudit of the budget. I understand 
you postaudit. 

Mr. Manon. Our hearings are what we do in advance. We study 
the request. We study what has happened. We study what they have 
proposed. We have people to help us make these studies. We weigh 
what has been done against that which is proposed, and the time to do 
the good is before the money is appropriated. It is not locking the 
stable after the horse has been stolen. 

Mr. Fascett. I agree with you thoroughly. Then I don’t infer 
from your answer that you need any more assistance with respect to 
budgetary preauditing? 

Mr. Manon. That would be a question of opinion. Different per- 
sonalities on different committees have different views. We at times 
have some differences of opinion, but after all, the committee works its 
will. If you want more people, you get more people. The same with 
the Appropriations Committee. It is the fault of the Appropriations 
Committee if it doesn’t provide itself with all the help it needs, and 
there would be those who would argue we don’t have enough help, and 
there would be those who say we spend too much money on ‘these audits 
and studies, and so on. 

Mr. Fascety, All right, sir, now just two more questions and I am 
through. 

Mr. Manon. I must say your questions are very interesting and 
very much to the point. 

Mr. Fascetz. Thank you. You see no benefit from eliminating, as 
an accounting feature, carryover balances? 

Mr. Manon. No, I see more danger than I see good. I can see some 
benefits probably, but you would have this thing so confused. You 
and I well known that Members of the Congress that don’t work on 
this committee and on Appropriations, or some of these others, they 
just have no way to carry on their work, say on Foreign Affairs, or 
other committees, and still have every bit of information in these other 
fields 

So I think now we just lay it on the line, this program calls for $71 
billion, and if you don’t want to spend it, you had better say so now, 
because we are committing ourselves to it. Of course, we could rescind 
it. If you say now in contract authorizations we want $1 billion, in 
fine print, this actually means that we are starting a $1 billion project, 
you just can’t convince me that is good business for a Congress which 
deals in the business of broad policy. 

Mr. Fasceri. Now, does the budget at the present time have an 
analysis or section which gives us total obligational authority ? 

Mr. Manon. That budget has everything in it, so much more than 
any of us could retain, it has all of the information that you could 
think of in regard to unexpended balances, unobligated balances, and 
estimated revenue, all sorts of tables, you understand. 

Mr. Fascerti. What I am wondering is: Do we have a place where 
we can relate total liability as to annual expenditures as to proposed 
new liability ? 
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Mr. Manon. Of course, when you appropriate the money it is all 
very clear then. You have the amount of the unexpended carryover 
at the end of the year, and you have the amount of the cost of the 
program you are going into. If you are going to build 10 houses, 
they cost "$10, 000 apiece, that is $100,000 = houses. You have it 
there plain and you can see it. But if you just a pr opriate the money 
to build the foundation, you get tricked if you don’t watch your step. 

Mr. Fascetx. I am not clear about the analogy. I understand it, 
but you must remember, in building houses, that 1s just the way you do 
it. You never give the contractor all of the money to build the house. 
You give it to him in installments. 

Mr. Manon. You obligate yourself, but you don’t give the agency 
the money either. 

Mr. Fascetu. That is right, you give them the right to draw it any 
time they want it. 

Mr. Manon. You don’t even do that. The Budget rides herd and 
they apportion this money by quarters. 

Mr. Fascetxi. That brings up another point. 

Mr. Manon. For days I have listened to this complaint of the 
agencies as to their inability to get funds already appropriated : “The 
Budget Bureau won’t let us have that money that you folks gave us as 
quickly as we want it, we want to carry out this project,” ‘they say, 
but the Budget Bureau puts its pencil to it, it asks us for the money, 
it gets it, it holds on to it and makes another calculation and study, 
and some of the departments complain that the Budget Bureau won't 
give them the money that we have provided, and there is some truth 
in that. 

Mr. Fasceizi. That is the next question I want to ask you. Once the 
original budget has been acted upon and then you, in effect, have sub- 
mitted a new budget back to the departments, they, in turn, act on 
that and create a new departmental budget ; do they not? 

Mr. Manon. Yes. If we reduce the budget, for example, yes. 

Mr. Fascety. Well, if you do anything to it. 

Mr. Manon. Generally speaking, if they ask for $100 million for an 
agency and we give them $100 million, they have given testimony and 
obligated themselves to carry out a certain program. If they don’t 
carry out that program, you find out about it certainly next year, if 
you don’t find out about it that year. They are in ill repute, and later 
on you chop their heads off, or you are in a position to, if you get my 
01Nt. 

. The power of the big stick is in the hands of the Congress. We 
may not use it as much as we ought to. 

Mr. Fascetu. I think there isa great validity in everything you have 
said as basic philosophy with respect to policy and operations and 
whatnot. It just occurs to me that the exploration of the idea of 
giving an individual one-fourth of the amount he has requested at 
stated intervals, and then checking that one-fourth before you give 
him the next one-fourth might be, not from a congressional or legisla- 
tive standpoint, but from purely an administrative standpoint, a wise 
thing to do. 

Mr. Manon. I think it is wise. I believe in the apportionment, sys- 
tem. Some people who are big spenders want these people to get that 
money and spend it quick, but I want them to ride herd and place 
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every necessary restraint, and I have no projects that I am interested in 
personally, so I feel that as long as they delay and as long as they 
hold on to the money it won’t be spent. 

Now, if it is for needed defense or atomic energy plants, or some- 
thing of that kind, that might jeopardize the security of the Nation, 
that would be a different problem. 

Mr. Fasceti. I understand that. Now, would you have the objection 
of writing this theory, which you have just expounded, into law, if it 
became necessary to do so? 

Mr. Manon. Well, I don’t see that we need more laws. We just need 
to act under the laws which we now have. 

Mr. Fasceti. Granted, but if there was some doubt as to whether or 
not administratively we were carrying out this very fine theory, would 
you have objection to putting it into the law so there would be no 
doubt about carrying out the theory ? 

Mr. Manon. You mean the Budget and Accounting Office pro- 
cedure ? 

Mr. Fasceii. You are for the apportionment process once it gets into 
the executive branch of the Government ? 

Mr. Manon. Yes. That is provided for by law. It is already 
written out. 

Mr. Fascett. Now if we are going to make sure that this theory, 
which is already in the law, and which some of us believe the President 
already has the power to do anyway, but if we want to remove all 
doubt legislatively or otherwise, that this right exists, do you see any 
reason why it shouldn’t then be fixed into law clearly ? 

Mr. Manon. Well, this is something that I haven’t had an oppor- 
tunity to weigh carefully, and whatever I say now will be tied around 
my neck from now on. 

“Mr. Fasceti. Then don’t say it. I wouldn’t ask you to say it. 

Mr. Manon. I wouldn’t say that 1 would favor this legislation, but 
I do say that, generally speaking, it is good for this apportionment 
system to be applied which is the present law, and I do think we have 
the vehicles, we have the instruments, we have the tools, it is just a ques- 
tion of whether or not we will do the job, and if the job is to reduce 
expenditures, then quit creating obligations, quit passing new laws, 
and quit making these appropriations. 

Mr. Fasceiyi. Well, we started on the premise that any proposal in 
itself will not save the money, and I am agreed with this predicate 
and I am not approaching the discussion from that viewpoint at all. 

Mr. Manon. I see. 

Mr. Fascetxi. But it occurs to me, if one process is good administra- 
tively, it might be fairly decent legislatively. I am not sure that this 
is necessarily sequitur, but it might be. 

Chairman Dawson. Mr. Michel. 

Mr. Micuert. Mr. Mahon, I think I lifted from your remarks one 
phrase that your appraisal of the legislation was “an accountant’s 
dream and a legislator’s nightmare,” and I believe you have pretty 
well outlined the problem that many of us face as legislators and all 
of the attendant problems, of course. I only want to ask one ques- 
tion, Because I want to fashion my own independent judgment after 
hearing the accountants’ side of the story. But you mentioned back 
in the days of Louis Johnson, when we canceled the contract for a large 
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aireraft carrier. Do you recall offhand what the projected cost of 
that carrier was going to be? 

Mr. Manon. I don’t recall but it was at least a third less probably 
than the modern carrier, and, of course, the modern carrier is much 
more efficient. 

Mr. Micuev. Then do you recall what the cancellation costs were? 

Mr. Manon. No; but they have been provided many times, several 
million dollars. 

Mr. Micner. One final question, then: Is it your opinion, then, 
that if we change this accounting procedure that maybe industry and 
business bidding on Government contracts would be inclined to pos- 
sibly bid up the price, knowing that there is a possibility that in these 
long-range projects it might be cut off next year, rather than running 
for 4 years, in the case of building a carrier ? 

Mr. Manon. Well, I don’t think I could make a helpful comment 
on that. If you have the money and you have time to make your con- 
tracts and study the situation carefully, I don’t see why this thing 
couldn’t be efficiently done in that way. 

If you put them up against a deadline of June 30, and they have to 
contract for a big item, -rather than let the money revert, they might 
let the contract a little bit early in order to be sure to clinch it he- 
cause they would need the airplanes or the carrier, or whatnot. 

Mr. Micuen. That is all. 

Chairman Dawson. We are faced with the proposition that a quo- 
rum call is on. This afternoon, on the floor of Congress, is an ap- 
propriations bill being read for amendments. That means that there 
might be calls to go over to the floor and vote at any time, so I am 
going to ask Mr. Keller—he has an appointment this afternoon—I am 
going to continue the hearings until tomorrow at 10 generally, but if 
Mr. Bevis can be here, because he came down from New York and we 
want his testimony in this record, I will stay here and will hear his 
testimony, make it a part of the record, so that the Congressmen may 
consider it. 

If that meets with the approval of everyone, if there is no objection, 
then that is the program that will be followed. 

Mr. Colm, can you come back tomorrow ? 

Mr. Cotm. Tomorrow morning, I can make it, possibly. 

Chairman Dawson. Thank you. Then we will hear from Mr. Bevis, 
who made this trip down specially. 

Mr. Bevis. Thank you,sir. Now? 

Chairman Dawson. Yes. Can you come back? We would like to 
ask you some questions tomorrow morning. 

Mr. Manon. I have probably talked far too much. If you want me 
to come back, I will be glad to. 

Chairman Dawson. Ten o’clock tomorrow morning, if you please. 
You will be the first witness. 

Mr. Manon. Very well. 

Chairman Dawson. Thank you so much for your testimony. There 
are some other questions that are going to be asked you. So we will 
look for you tomorrow morning. 

Our next witness will be Mr. Herman Bevis. Mr. Bevis is chair- 
man of the committee on national defense of the American Institute 
of Accountants. 

Mr. Bevis, we are happy to have you before us. 
Mr. Bevis. Thank you. 
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STATEMENT OF HERMAN W. BEVIS, CHAIRMAN, COMMITTEE ON 
NATIONAL DEFENSE OF THE AMERICAN INSTITUTE OF AC- 
COUNTANTS 











Mr. Bevis. Mr. Chairman and members of the subcommittee, the 

American Institute of Accountants, which is the national organization 
of certified public accountants, appreciates the opportunity of com- 
menting upon the subject of “accrued expenditures,” which is before 
you in H. R. 758 and othe bile, 

I noticed Mr. Rogers here, if I may interpose, this morning. I 
don’t want to overlook him in referring to H. R. 758, but that was the 
one sent to me. 

Chairman Dawson. They are identical bills. 

Mr. Bevis. Yes. You may recall, Mr. Chairman, that under date 
of December 20, 1955, the president of our institute wrote you that we 
fully endorse the Hoover Commission recommendations on budgeting 
and accounting, of which appropriating for accrued expenditures i is 
one. I am glad to supplement that overall endorsement with partic- 
ular reference to the provisions of H. R. 758. 

I have had the opportunity of reading the prepared statements of 
Mr. Brundage, Mr. Keller, and Mr. Stewart and see no need to im- 
pose upon the subcommittee’s time by repeating all of the arguments 
which they advanced in favor of controlling accrued expenditures. 

tather, I should like to comment upon, first, the principle of the Gov- 
ernment’s concentrating its financial review and control upon the 
obligation, as opposed to that of adding to the control of the obligation 
a control of the accrued expenditure ; second, the point at which “fund- 
ing should take place; and lastly, the changeover problem. Specifical- 
IY, I wish to make these points: 

. Control of obligations is and will continue to be important. 

Control by obligation alone is not enough; it should be supple- 
mented by control of accrued expenditures. 

. Funding of accrued expenditures, rather than authorized obliga- 
hae: is better financial m: inagement. 

4. It is important that the changeover from obligations to accrued 
expenditures be scheduled on an orderly basis. Since the proposals in 
H. R. 758 would have an impact principally on programs involving 
long lead times, my references will be to them. 

My endorsement of accrued expenditure controls should not be taken 
as indicating in any way that I minimize the importance of controlling 
obligations. It is my under standing, however, that there is no inten- 
tion under the proposed legislation of abandoning or relaxing this 
control. 

































The importance of adding the contzol over accrued expenditures 
One thing that is certain about the original cost estimates of a long- 
range program for which obligational authority is requested is this: 
they will not be accurate, They will be too low, or too high, but they 
will not be exact. If the estimates of total cost which are the basis for 
the original grant of obligational authority are too low, there is 
usually little alternative but for supplemental obligational authority 
to be granted or for such authority to be diver ted from other pro- 


grams; ships and plans cannot be abandoned short of completion 
without heavy loss. 
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If the original estimate upon which obligational authority is ob- 
tained is too high, there is at present no formal machinery whereby 
this situation automatically comes up for review and correction. 

Thus, as in any form of budgetary control, the degree to which the 
ultimate expenditure is controlled by concentrating contro] on the 
obligation is directly proportional to the accuracy of cost estimates 
at the time that the obligation i is granted. For some programs, as, for 
example, radically new ships, planes or missiles, original cost estimates 

cannot be more than informed guesses. Obligating authority and 
funds granted on the basis of such figures have a corresponding lack 
of finality. It is here that an established, forma] followup procedure is 
needed to round out the system of financial controls. It is here, it 
seems to me, that the annual stocktaking of the long-range programs 
through reviewing each year’s accrued expenditures fills a gap. 

The discipline growing out of annual reviews in Congress of accrued 
expenditures would, I believe, pay dividends for programs involving 
long lead times by: clarifying the characteristics and indicated ac- 
complishments of complex new equipment; keeping revisions of cost 
estimates up to date; and adjusting delivery schedules as conditions 
require. 

I am sure that with information which grows the more accurate 
as the details of the long-range programs emerge, the Congress will 
be able to exert better policy control. _Knowi ing that managements in 
the Government agencies concentrate upon those financial subjects 
upon which the Congress concentrates, I would also be optimistic as to 
additional self- generated economies and other benefits by agency man- 
agements themselves as a result of their periodic reviews ‘of accrued 
expenditures. 

Funding of accrued expenditures preferred 

The point is made that appropriating funds to cover only the ac- 
crued expenditures in a given fiscal year would distract attention 
from the aggregate ultimate cost of a program which requires con- 
tract authority ‘of many times the amount of the initial accrued ex- 
penditure. This diversion of attention from the total ultimate cost 
of a program, it is said, may invite financial irresponsibility such as 
is said to have been experienced before the funds were required to be 
appropriated at the time obligations were authorized. 

That this is a weighty argument must be freely acknowledged. 
But, on the other hand, the early appropriation of funds suffers much 
the same disadvantage as already indicated for the initial amounts 
of obligational authority. This is that the Congress “deposits the 
money in the agency bank account,” so to speak, on the basis of what 
for long- range programs often must of necessity be mere “guessti- 
mates.” No review procedure subsequently applied, whether in con- 
nection with apportionments, allocations or other prorations of the 
appropriated funds seems to take the place of the review by Congress 
before it “puts money in an agency’s bank. , 

I am of the opinion that Congress’ control of the purse strings will 
be improved if it appropriates funds for accrued expenditures, rather 
than earlier when granting authority to obligate, because the budgets 
presented to it can be more accurate and realistic. 

Because of the recognized importance of facing up to the total cost 
of any program, however, I presume that it is intended that the 
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amounts of contract authority granted would always be displayed 
prominently alongside reports of the amounts of funds appropriated 
for accrued expenditures, 


Shifting from an obligation to an accrued expenditure basis of 
funding 

Because I am under no illusions as to the complexity of the change- 
over problem if H. R. 758 should become law, I am glad to see the 
provision that the conversion to the use of annual accrued expendi- 
tures is to be made in such manner and at such times as may be 
determined by the President. This presumably indicates an intention 
that the converting be done appropriation by appropriation and only 
after details have been c: wefully worked out. I think that this is 
important in order that accrued expenditure budgets may be soundly 
conceived and properly presented to the Congress and for other intra- 
governmental purposes. It also permits procedures for administering 
funds on an accrued expenditure basis to be worked out agency by 
agency. 

The gradual transition also permits time for ferreting out and 

resolving any questions involving relations with contractors which 
might arise from the new basis ‘of appropriating. I have already 
received questions as to whether a person whose contract calls for 
products or services to be produced and delivered over a period of 
years will be in any different position under the one method of funding 
than the other. I gle nvecdin. not. Questions also arise as to whether 
any artificial conditions or restrictions would be introduced into long- 
term contracts having to do with delivery schedules, progress pay- 
ments, and so forth, by the Government’s fiscal years. I should hope 
not. 

All of these technical matters can be worked out, but it will take 
time—a different amount of time for each agency, ‘and perhaps for 
each appropriation, depending upon the complexity of its situation. 
I mention the points not only ‘< their own sake but to illustrate the 
wisdom of the provision of H. R. 758 that the conversion to the accrued 
expenditure basis be accampiiaen gradually rather than abruptly. 

I should like to close my comments on accrued expenditures by say- 
ing that, while it is wise to make the changeover to them on a pro- 
gressive basis, I would not consider that the change is of such magni- 
tude as to make one fearful of undertaking it. In the first place, the 

rincipal programs which will be affected, as indicated earlier, will 
be those involving long lead times. Beyond that, appropriating for 
accrued expenditures fills in a missing link in a logical chain of sound 
financial controls which would begin with the obligating authority, 
carry on through the accrued expenditure stage and end with the 
consumption of resources; namely, the i incurring of the cost. A finan- 
cial control system on this basis would be predicated on sound prin- 
ciples, and would be modern. 

Mr. Chairman and members of the subcommittee, may I again 
express the interest of the American Institute of Accountants i in legis- 
lation on the subjects of budgeting and accounting. Our services are 
available at your call whenever you feel that you have use of them. 


Thank you. 


Chairman Dawson. Mr. Henderson. 
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Mr, Henperson. Mr. Bevis, one criticism of this legislation is that 
it is a procedure that may have had some real advantage i in private 
industry, but that it has not been fully tested as to results in the 
Government. Would you care to make any distinction between Gov- 
ernment and private industry insofar as this is concerned ? 

Mr. Bevis. Well, I would say this, Mr. Henderson: We would be 
better not to concern ourselves So much with the analogies in private 
industries or the differences from private industry. Rather, we should 
attempt to search out the principles or the fundamentals of what 
makes for good financial controls in a large and complex organiza- 
tion. I have listened with interest earlier to some of the discussions 
with Congressman Mahon, in which it was apparent that many people 
in the Federal Government are looking for a better solution to 
this problem. 

I personally think that, as was said this morning, the Congress 
cannot physically get further into details than it is already doing. It 
is already unhappy about the fact that it can’t comprehend in detail 
these large and complex programs. I think the reliance must be 
more and more on the management side of this picture and on sound 
management controls, and that the Congress, by watching the per- 
formance and the planning of management through such means as 
these accrued expenditure budgets, must extract accountability and re- 
quire good management from the agency side. I see the advantages 
from this as accruing more than the agency’s use of this vehicle 
and their being required to use it because the Congress is requiring 
it, than I do in direct savings coming from Congress reviewing 
these schedules. 

I think that in business there are many different plans of finan- 
cial controls which are in use, and each is the result of an attempt to 
adopt that particular plan which best suits its type of organization. 
T think that in the circumstances in the Federal Government, partic- 
ularly considering its magnitude, that H. R. 758 proposes an excellent 
additional control for the Federal Government. 

Mr. Henperson. Suppose, Mr. Bevis, the information were avail- 
able to Congress about how much of the funds appropriated would 
likely be spent in that particular fiscal year. Would that be sufficient 
or do you feel that we would go all of the way and change the ap- 
propriations system itself? 

Mr. Bevis. In my opinion, the managements of the agencies, being 
as they are hard-pressed all of the time to car ry out their job, will con- 
centrate on those things which the Congress concentrates on in the 

way of reviewing financial plans, and it is necessary for Congress to 
take positive action to express its interest in a type of financial control 
before the agency managements will make the greatest use of that tool. 

Mr. Henverson. So you feel it is necessary “to go all of the way to 
Appropriation itself ? 

Mr. Bevis. Yes. 

Mr. Henverson. Rather than just submit the information in the 
budget along with the existing information ? 

Mr. Bevts. Yes, I do. 

Mr. Henperson. You comment on the question that has been raised 
about relations with contractors, which has been raised very seriously 
by a lot of people, as you know. Do you feel that a contractor is as 
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likely to enter into a contract with the Government on this type of 
accrued appropriation basis than he would under the present system 
where the entire amount of the funds is appropriated at the time the 
contract is authorized by the Government ? 

Mr. Bevis. The contractor, of course, wishes assurance that he is 
going to be reimbursed for all legitimate expenditures which he in- 
curs which are associated with the contract, and that all other provi- 
sions of a contract which he signs with the Federal Government will 
be adhered to, including reimbursement for costs which he has in- 
curred up to date on a contract which is terminated. That, I think, 
is the only assurance that he is looking for. I do not believe that he 
concerns himself with the internal operation of the Federal Govern- 
ment as concerns those steps which lead up to his getting that contract 
and getting paid for it, except to the extent that he is tr ying to find out 
whether there are any additional risks to him that he doesn’t see in the 
contract. 

So I would say basically that there is nothing that I have read to 
date which should put him at any greater risk than heretofore, and 
I do not see, therefore, why he would be any more reluctant to enter 
into a contract with the Federal Government than he has been. 

Chairman Dawson. If there are such risks, his lawyer will cer- 
tainly find them out and certainly will draw up a contract to meet 
them. 

Mr. Bevis. I should think so, yes. 

Mr. Henpverson. Thank you very much. 

Chairman Dawson. Mr. Lanigan. 

Mr. Laniean. I just have one or two questions, Mr. Chairman, if 
I may. 

Do you think that putting this accrued appropriation system into 
effeet would require changes in the Federal agency accounting and 
in the accounting done by ‘the Appropriations Committee, and would 
require more or less accounting work in the Federal Government ? 

Mr. Brevis. That calls for the rashest kind of estimate, I would 
say a great deal of the information required by this legislation i is al- 
ready being accumulated by the agencies, but perhaps not being 
brought together and consolidated by the agencies. I would expect 
that some additional clerical work would be required, not much, to put 
this information together but whether or not that would be more than 
offset by perhaps their dropping other work which they are now doing 
is something that I really don’t know, but I do not think it would be 
a material factor. 

Mr. Henperson. Of course, last year we passed the Jaw which does 
require now that Government accounts be kept on an annual accrued 
basis, and it is being put into effect at the pleasure of the President, 
but eventually they will all be on that basis, and I presume then that 
the problem wouldn’t be so large. 

Mr. Bevis. I should think so, because any good bookkeeping sys- 
tem must keep account of a transaction at all of its stages. They 
can’t lose it part of the time during the course of accounting for 
it. ‘They start accounting for it when they write a contract, ‘enter 
into an obligation, and it goes through progressive stations, one of 
which is receipt of the service or merchandise, and the accruing of the 
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liability for paying it; that is a necessary stage leading to the ultimate 
disbursement in satisfaction of that liability. 

Mr. Lanican. Well, this a7 would put more work on the Ap- 
propriations Committee, would it not, because at the present time your 
Appropriations Committee appropriates for all of the items which 
are appropriated for in the long-term plan. Under this plan they 
would still have to consider each of those items as a matter of contract 
obligation; that is, they would authorize the incurring of a contract 
for a long time, and in addition, the Appropriations Committee would 
be charged with reviewing the annual expenditures, so they would be 
doing what they are doing now, plus another job of reviewing the an- 
nual expenditures of the Federal agency; isn’t that correct ? 

Mr. Bevis. Well, of course, I am not in a position to speak with au- 
thority as to the inner working of the Appropriations Committee, 
of what it has been or what it would be, but it is my understanding, and 
it seems to me that I have read statements to this effect coming out of 
the Appropriations Committee, that they do now review annually the 
status of these long-range programs. 

If that is the case, then the additional step which is required would 
be the reporting out, I presume, of an appropriation bill to appropriate 
the funds for the next year’s stage in the sequence of years. 

Mr. Lanican. This would require them, in effect, to review every 
single item of a long-range plan, because they would have to consider 
each one when they appropriated the money for any particular year? 

Mr. Bevis. It is true, sir, that it would require them to review these 
long-range programs in sufficient detail, whatever that is, to have an 
informed opinion about it. I should think they would say that they 
are doing that now. Otherwise, some serious questions would be 
raised. 

Mr. Laniean. Well, then, if they are doing it now, are they doing 
just what you would contemplate that they would be doing under this 

ill? 

Mr. Bevis. To me the psychological import of the oe gran of 
the funds and the care which goes with screening any budget before 
funds are appropriated is the most important part of this whole 
proposition. 

r. Lantcan. Well, this gets down to just—it is really a question of 
two guesses as to what the best psychological approach is; that is, some 
people say : Well, if we only appropriate a small amount, to begin with, 
say $1 million, we are liable to be appropriating for items that we 
wouldn’t normally appropriate for the total costs at one time. 

That is a psychological argument against it, and it is really a ques- 
tion as to whose guess is the best as to the psychology ; isn’t that it? 

Mr. Bevis. That is an interesting analysis, and I think there is a 
great deal to it. I can see room for an honest difference of opinion on 
this among well-informed people, depending on their viewpoint. A 
member of the Appropriations Committee, for example, I think is 
concerned naturally with his and the Congress’ problem of satisfying 
themselves and the people that they have reviewed the budget dili- 
gently and have held it toa minimum. That is an important problem 
and one which I would not see overlooked. There is another problem, 
and one which I confess I have studied much more carefully and with 
which I have been much more concerned, and that is the matter of gen- 
erating good management in the agencies. 
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Now, I think that if you approach this problem from what is best 
from that standpoint, you might easily say that annual appropriation 
of funds in terms of accrued expenditures is a stronger force for 
good management. As I said earlier, I think that this show is so big 
that central headquarters, so to speak, be it in the legislative or in the 
executive, must find ways of improving the management all down 
the line, because major economies can be accomplished by lower levels 
of management responsibility. 

Mr. Lanican. Well, don’t you think it is possible that the agencies 
would be less reluctant to come in for additional contract authority 
than they would be to say: “Well, you gave us so much money and we 
have used it all up,” because at no point would they have to come in 
and say: “We have used up all of the money you gave us.” 

They would merely have to say: “Well, times have changed, and we 
need a little more contract authority.” 

Couldn’t that have an adverse psychological effect ? 

Mr. Bevis. I am not sure that I have your question exactly. 

Mr. Lanican. Well, if the agencies are appropriating a certain sum 
of money to, say build the carrier at a particular time, all of their 
work on that carrier is done with the thought in mind that they just 
have a certain amount of cash which has been given to them, and I 
know that the agencies I have worked for, at least, have been quite re- 
luctant to get into a position where they have to come back to Con- 
gress and ask for more cash, because usually that means there is a lot 
of explaining to do and a lot of trouble, and maybe they won’t get it. 

On the other hand, if they have just a question of a contract amount, 
they won’t be in a position of saying: “Well, we have used up the 
cash you have given us.” 

They can just say: “Well, the contract has been restudied and we 
need more contract authority.” 

So they might be less reluctant to ask for additional contract author- 
ity than for additional cash. 

Chairman Dawson. When would the agency reach that conclusion ? 

Mr. Laniean. They could reach it either when they reached the end 
of the money they had or sometime in the middle. 

Chairman Dawson. Do you think an agency that estimated how 
much they were going to spend each year would come up and tell us 
that judgment was bad, they didn’t know what they were doing, or 
are they going to try to justify themselves in the sums they have asked 
for each year ? 

Mr. Laniaan. Well, my thought was if they get the annual amount, 
they could just come in the next year and include that in their annual 
amount. 

Chairman Dawson. In that annual amount they are required to 
state and to justify that that is what they are going to spend and need 
to spend during this year, this amount of money. Do you think that 
at the end of that third year, if it is a 4-year obligation, they are go- 
ing to come and say: “We haven't got enough money,” without justify- 
ing the other 3 years? 

Well, they had a certain amount of money, the contract cailed for 
a certain amount. We just didn’t appropriate it all in one lump sum 
and hand it to them. We would say this contract is all right, O. K., 
we will O. K. it. Now, how much do you need in the first year? It 
is a 4-year contract. They are going to bring in the estimates for that 
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year, and then they are going on the presumption that the agency is 
never going to ask for too little money on the overall picture. If they 
spend so much each year on their estimate, there might be a large 
amount they can’t justify under the contract for that last year, know- 
ing how the boys spend, you having been in the agencies 

Mr. Henverson. Of course, that is psychological, isn’t it, it is the 
same psychology. 

Mr. Bevis. If I may offer one more comment; one of the difficulties 
here which I think isn’t always remembered is that when a project 
like the carrier Yorrestal is first conceived and presented to the Con- 
gress, it is presented in much more concrete terms than the project 
actually i is at that stage. 

Everyone can visu: alize a supercarrier and perhaps certain physical 
differences from other carriers, but in terms of financial planning, 
whatever figure is first presented can be characterized as little more 
than a gleam in the eye, because a carrier is not a set design. The 
equipment throughout a new ship may be entirely different from that 
in other ships. So while you make an honest estimate, that estimate 
= ultimate cost may be far, far away from the ultimate cost. You 

can only get firm as to those costs as you carry out your detailed de- 
Lighting! start talking with your own shops or with suppliers about 
what you are going to make, and how, and so forth, and it is that look, 
as the chairman says, the second and the third year hence which is 
really important from the financial management standpoint. 

Chairman Dawson. Do you have any other questions ? 

Mr. Laniean. No, I don’t. 

Chairman Dawson. Do you know anything about the workings of 
the General Accounting Office ? 

Mr. Bevis. Not in any detail, Mr. Chairman. I know some of the 
gentlemen personally, but that is about all. 

Chairman Dawson. Well, the General Accounting Office is an arm 
of the Congress. The Budget Bureau has 435 employ ees. Certainly 
our Appropr iations Committee has no staff like that, in order to make 
an advance estimate of the rightness of a budget. We have before us 
a bill which would give the Accounting Office an obligation to do that 
type of work, that preaudit business before the Appropriations Com- 
mittee—study it before it is brought to them, before they pass on it, 
and give them the benefit of their expert knowledge of the departments 
and of the sums involved, and so forth and and so on. 

They have men assigned to the different departments, and I believe 
that if we adopt this system and pass the McCarthy bill, I think we 
would have gone a long step toward bringing in better management, 
and I do believe that there would be savings involved, maybe not sav- 
ings of personnel, but savings because of the psychology of the thing, 
because then Budget would know that their estimates would be re- 
viewed or worked on by men who were just as expert as they are and 
who were supposed to have a knowledge of the operations of our 
Government just like they do. 

I am of the opinion if we put these two things together we will get 
a future operation that is of greater interest to the people than the 
present operations are. We appreciate very much your statement and 
your testimony and the facts that have been brought out to us. 
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Now, are you appearing before us as the representative of this insti- 
tute so charged with the responsibiilty of presenting to us the ideas of 
the American Institute of Accountants ? 

Mr. Bevis. Yes; I am. 

Chairman Dawson. I wish to say we appreciate very much their 
interest in this subject matter and the fact that they have you here 
representing them before us. 

Mr. Bevis. Thank you, sir. 

Chairman Dawson. As I go on from year to year, I am brought to 
a realization of the appreciation of many groups for the work of our 
Government. We had some business in the past a little while ago 
dealing with the question of appraisals. The American Institute of 
Real Estate Appraisers appointed a committee to work with a sub- 
committee of this committee in trying to establish a yardstick that 
could be used by those in the agencies to arrive at a present-day 
appraisal of the value of the properties of this Government, and they 
gave of their time and so forth, without pain, without price, a fine 
public service to increase the effici iency of our Government. 

And when we see trained men operating in any field that are willing 
to give the Government the benefit of the training and experience they 
have had in seeking to improve the working of the Government, I 
think that is a very, very fine thing, and we do want to express to you 
the appreciation of this committee and the Members of the Congress 
for this public service that your institute has rendered by having you 
come down and testify in this matter. 

Mr. Bevis. Thank you, sir. 

Chairman Dawson. Would anybody present like to ask the wit- 
nesses any questions—from any agency or otherwise ? 

(No response, ) 

Chairman Dawson. Unless there is objection, and there is no objec- 
tion, I wish to put certain statements into the record. 

This is a letter from Mr. Cannon and Mr. Tabor. 

Here is a statement from the General Federation of Women’s Clubs, 
and a statement from Charles A. Boyle, a Memher:of the Congress; a 
letter from the Chamber of Commerce of the United States: a letter 
from the Secretary of the Treasury. 

(The letters referred to above are as follows:) 

MARCH 25, 1957. 
Hon. WILLIAM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: I have your letter of March 20, 1957, asking for the 
views of the Treasury Department on various budget and accounting bills (H. R. 
758, H. R. 40, H. R. 1170, H. R. 1171, H. R. 2000, and H. R, 5941) and inviting 
me to appear before you on them on March 27. 

In response to previous specific requests the Department has submitted to 
you written reports commenting upon H. R. 758, H. R. 40, H. R. 1170 and H. R. 
2000. While we have had no previous specific request for comments on H. R. 
1171 and H. R. 5941, these bills are substantially identical to H. R. 4009, 84th 
Congress, on which the Department commented to your committee in a letter 
dated June 27, 1955. That letter pointed out that the authority which the bill 
would provide appeared to exist already, but indicated that the Department would 
have no objection to a further enactment. This is still our position. 

In our letter of March 7, 1957, commenting upon H. R. 758 and similar bills, 
we indicated that we favored changing to the accrued expenditure basis for ap- 
propriations if contract authorizations, which would be necessary for long-range 
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activities with such a system, were provided for. We have now concluded, how- 
ever, that the present text of H. R. 758 is not adequate because it does not affirma- 
tively provide for contract authorizations. We would, therefore, be opposed to 
H. R. 758 in its present form. 

I appreciate your invitation to appear before you but since my views on the 
subjects the committee is considering are before it in writing, I do not believe 
that I could add anything that would be helpful in your deliberations by appear- 
ing in person. 

Sincerely yours, 
G. M. HuMPHREY, 
Secretary of the Treasury. 





CHAMBER OF COM MERCE OF THE UNITED STATES, 
Washington, D. C., March 27, 1957. 
Hon. WILLIAM L. DAWSON, 
Chairman, Executive and Legislative Reorganization Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D.C. 


Dear Mr. Dawson: Thank you very much for your March 21 letter, in which 
you requested the views of the national chamber on the various budget and ac- 
counting and expenditure control bills before your Reorganization Subcommittee, 

The chamber does not desire to testify on these measures, but strongly recom- 
mends approval of H. R. 1170, to require that the annual budget include a special 
analysis of certain long-term construction and development projects, and H. R. 
5941 to enable the Comptroller General to more effectively assist the Appropri- 
ations Committees. 

We have no recommendations to offer with regard to H. R. 40, H. R. 758, or 
H. R. 2000. We also are assuming that H. R. 5491 is a substitute for H. R. 1171, 
which you also sent to us. 

The chamber favors enactment of H. R. 1170 because it would contribute to 
public understanding of the budgeting and appropriating processes, and would 
facilitate tighter congressional control over long-lead-time programs. Effective 
control over such programs requires actions extending far beyond the intent of 
H. R. 1170, but this measure would be a major step toward that goal. 

The chamber recommends approval of H. R. 5491 because we believe it is ab- 
solutely essential that the Comptroller General and his representatives be re- 
quired to play a more active role in the annual congressional review of appro- 
priation requests. The bill provides a means whereby Congress can acquire more 
of the information that is essential for properly evaluating the departmental 
estimates. 

I would appreciate your making this letter a part of the printed hearings on 
H. R. 1170 and H. R. 5491. 

Cordially yours, 
CLARENCE R. MILE#s. 





CONGRESS OF THE UNITED STATES, 
HOwsSE OF REPRESENTATIVES, 
Washington, D. C., March 26, 1957. 
Hon. Witiiam L. DAwson, 
Chairman, Evrecutive and Legislative Reorganization Subcommittee, 
Committee on Government Operations, 
House O fice Building, Washington, D.C. 
(Attention : Mr. Henderson. ) 


DEAR COLLEAGUE : Enclosed herewith please find a copy of a statement I would 
like inserted in the record of hearings as of today. 
It would be appreciated if you could forward me a copy of the printed hearings 
when prepared. 
Sincerely, 
CHARLES A. Boye, 
Member of Congress. 


Mr. Chairman, colleagues, it is a pleasure and an honor to appear before you in 
support of my bill, H. R. 5897, and H. R. 4117 introduced by my respected friend 
and colleague, Congressman Henry Reuss. These identical bills are designed in 
the long run to reduce and more effectively control Government spending. 
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I would appreciate the subcommittee’s considering H. R. 5897 as amended by 
the addition of the following subsection (f) : 

“(f) Whenever an appropriation bill or an amendment thereto provides for an 
appropriation in terms of annual accrued expenditures, or specifies that an ap- 
propriation therein is based upon annual accrued expenditures, it shall be in 
order to provide in any such appropriation bill or in any amendment thereto the 
authority to enter into contracts for the purpose of such appropriation in an 
amount in addition to the amount of such appropriation. The provisions of this 
subsection are enacted by the Congress— 

“(1) As an exercise of the rulemaking power of the Senate and the House 
of Representatives, respectively, and as such they shall be considered as part 
of the rules of each House, respectively, or of that House to which they 
specifically apply; and such rules shall supersede other rules only to the ex- 
tent that they are inconsistent therewith ; and 

“(2) With full recognition of the constitutional right of either House to 
change such rules (so far as relating to the procedure in such House) at any 
time, in the same manner and to the same extent as in the case of any other 
rule of such House.” 

H. R. 5897, with the addition of this amendment, allows Congress to review 
each year the long-term projects which now are subject to little if any scrutiny 
once the funds have been voted. Our present system of voting the entire amount 
necessary for a given project that is to be spread out over a number of years 
allows for almost no margin of error or technological advances; if the guns or 
planes or tanks become obsolete, there is no effective way to insure that the Gov- 
ernment switches to another program or cancels the old one. When contracts 
are renegotiated, the agency involved may well have a surplus of millions on its 
hands which carries no directions from Congress pertaining to its use, and the 
spending of which is rarely reviewed by Congress. 

The specific purpose of the amendment which I have offered to my bill is di- 
rected toward House Rule XXI, section 2, which prohibits the inclusion of legis- 
lation in an appropriations bill. Hines’ Precedents, volume IV, sections 
3869-3870, holds that contract authority is legislation; if appropriations are to 
be on an accrued annual expenditure basis, the spending agency must be granted 
contract authority for beyond the fiscal year of the initial appropriation. There- 
fore, the above amendment is suggested. 

The change in our appropriations procedure as represented by this bill has 
been endorsed by a large number of experts in the field. The Hoover Commission, 
the Secretary of the Treasury, the Comptroller General, and the Director of the 
Bureau of the Budget are among those endorsing the aims of this bill. 

Congress is charged with the responsibility of reviewing unexpended appropria- 
tions each year, but the absence of obligation to do so, and the tremendous legis- 
lative load now burdening the Members of Congress and our committees, in effect 
makes any such review ineffective and inconclusive. It is necessary for us to 
take the initiative in providing for the review the total financial status of the 
Government and not just those new spending programs which come before us 
from year to year. The immediate purpose of this bill, then, is to require Con- 
gress to take positive action on all spending each year, instead of acquiescing 
in the continued spending of already appropriated funds. 

It is impossible to accurately estimate the savings that would accrue from the 
passage of this bill, but it is certain that the net effect could be measured in the 
billions of dollars, and with the specter of Mr. Eisenhower’s huge peacetime 
budget facing us, any opportunity to effect savings should be utilized to the 
fullest. 


STAYTEMENT OF Mrs. R. I. C. Prout, PRESIDENT OF THE GENERAL FEDERATION OF 
WoMEN’sS CLUBS 


The General Federation of Women’s Clubs is an organization with an active 
membership of 875,000 women and an associate membership of 5'6 million in the 
United States. The federated clubs are composed for the most part of women 
with families, who are constantly confronted with the problem of distributing 
the family income se that it will provide the greatest benefit to all its members. 

The general federation has long been interested in the wise expenditure of 
money in Government and in 1953, in convention assembled, passed a resolution 
endorsing a program of economy for the Government of the United States. We 
are well aware that Government, like the individual family, cannot spend itself 
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into prosperity, and of necessity must plan to have reserves on hand for emer- 
gencies. We know that our Government has an excellent credit record, but we 
also realize there is a limit beyond which it is dangerous to continue to use credit. 

We of the Genera! Federation of Women’s Clubs believe the Hoover Comniis- 
sion has done an cutstanding job in setting out ways and means to effect a sub- 
stantial saving in Government expenditure. The recommendations of the second 
Hoover Commission were endorsed by our delegate body in annual convention, 
May 1956, as follows: 

“Whereas the Second Hoover Commission was appointed because of the in- 
sistent need of economy in Government without sacrifice of essential services ; and 

“Whereas the General Federation of Women's Clubs has a continuing interest 
in the objectives and reports of the Second Hoover Commission and in the imple- 
mentation of certain recommendations contained in the reports: Therefore 

“Resolved, That the General Federation of Women’s Clubs in convention asse1a- 
bled, May 1956. recommends that clubs study carefully the details of the report 
of the Second Hoover Commission; and further 

“Resolved, That the General Federation of Women’s Clubs support congres- 
Sional action which would implement those provisions in the report which are 
in accora with duly established policies of the general federation.” 

The general federation is particularly impressed with recommendation No. 7 
which would provide that the executive budget and the congressional appropria- 
tions be in terms of estimated accrued expenditures, with appropriations to be 
voted on an annual basis. In this way fabulous sums of money will not be tied 
up by long-range appropriations with no current accounting of cost and service. 

No successful business could long exist without reports on its annual cxpendi- 
tures, and since the United States Government is the world’s largest business 
organization, with ever-increasing obligations for national defense and the needs 
of our growing population, it certainly seems in the best interests of our econ- 
omy to operate under a system of accounting and appropriations whereby a yearly 
or ennual report would make it possible to know at all times where greater 
economy can be effected. We are convinced that implementation of recommend:- 
tion No. 7 will maintain control of expenditures where they should be—in 
Congress. 


HOUSE OF REPRESENTATIVES, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C., March 25, 1957. 
Hon. WiLtu1rAM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D.C. 


Dear Mr. CHATRMAN: We much appreciate your kind invitation to meet with 
your committee this week to present our views on several pending bills having 
to do with budgetary and appropriation matters, the most prominent of which 
would place into effect the Hoover Commission proposal for accrued expenditure 
appropriations. 

As you know, we are opposed to all bills requiring appropriations to be made 
on an accrued expenditure basis, as we testified before your committee last year. 
In the meantime, the Committee on Appropriations has taken a stand against 
the proposal in House Report 216, copy attached for convenient reference. 

In the circumstances, we do not believe we could add anything new to your 
proceedings by further testimony at this time and in lieu would suggest inclusion 
of House Report 216 in your current proceedings. This would make clear the 
position of the whole Committee on Appropriations. 

Many thanks for your kindness. 

Sincerely, 


CLARENCE CANNON, 
Chairman, 
JOHN TABER, 
Ranking Minority Member, 
Committee on Appropriations. 
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[H. Rept. No. 216, 85th Cong., 1st sess. ] 


ADMINISTRATION PLAN TO IMPROVE CONGRESSIONAL CONTROL OF 
THE BUDGET 


LETTER OF TRANSMITTAL 


COMMITTEE ON APPROPRIATIONS, 
HousE OF REPRESENTATIVES, 
March 21, 1957. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives, 
Washington, D.C. 
DEAR Mr. SPEAKER: By direction of the Committee on Appropriations, I sub- 


mit herewith the committee’s report on the Administration Plan To Improve Con- 
gressional Control of the Budget. 
Respectfully, 


CLARENCE CANNON, Chairman. 
LETTER OF TRANSMITTAL TO WHOLE COMMITTEE 


HouUsE OF REPRESENTATIVES, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C., March 21, 1957. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: Pursuant to its assignment, the temporary subcommit- 
tee appointed for the purpose has carefully studied the plan suggested by the 
executive branch to improve congressional control of the budget. The plan was 
given some consideration when first advanced in 1955 but circumstances pre- 
cluded completion of consideration and report thereon at the time. 

We have gone into the details of the plan with the Secretary of the Treasury, 
through whom it was advanced, and the Director of the Budget. For reasons 
fully set forth in this report, we conclude that the plan as proposed is burdened 
with disadvantages and defects such as to render it impracticable and unwork- 
able, and therefore would suggest the Committee on Appropriations take no 
further action on it. 

Incidental to the plan submitted, mention was made of the so-called accrued- 
expenditure basis of stating appropriations in lieu of the present obligation basis. 
This proposal was included in legislation last year but failed of adoption at the 
insistence of the House. It is again under consideration in the Congress. The 
matter was pursued at some length in the hearings and, because of its important 
relationship to the business of the Committee on Appropriations, this report dis- 
cusses its nature and dimensions and offers the view that the change should not 
be imposed on the appropriations process. 

Concerning generally the question of control of spending, we also call attention 
to the extent to which the annual appropriation bills fail to afford the Congress 
full opportunity for effective exercise of its will on the broad dimensions of 
Government spending. 

Respectfully, 


GEORGE H. MAHON, 
Chairman, Temporary Subcommittee. 


REPORT 
INTRODUCTION 


In June 55, the Secretary of the Treasury submitted to the chairman of the 
Committee on Appropriations a plan to change appropriating procedures with 
view to improving congressional control of Federal spending and balancing the 
budget. On June 21, 1955, the chairman appointed a temporary subcommittee 
to study the plan. The subcommittee held hearings with Secretary Humphrey 
and Budget Director Brundage on July 13. Circumstances precluded completion 
of consideration and report thereon at the time. 
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The temporary subcommittee was reappointed to further study the proposition. 
It was deemed unnecessary to hold further hearings. The earlier hearings have 
been printed and released. They include on pages 1-10 a complete reproduction 
of the plan advanced by the executive branch to change congressional procedures 
for processing the budget. 


SUMMARY OF EXECUTIVE BRANCH PLAN 


The underlying premise of the plan advanced by the executive branch is ex- 
pressed in the outline in the following language: 

“Congress has been seeking a way to improve its control of Federal expendi- 
tures. It has tried, unsuccessfully, (a) the utilization of a joint committee to 
consider the President’s budget; (b) the fixing of an annual ceiling on expendi- 
tures; and (c) the adoption of an omnibus appropriation bill.” 

Two difficulties in dealing with congressional control of spending are stated 
in the plan to be— 

1. The present piecemeal method of handling appropriation bills. 

2. The span of time which elapses between the voting of appropriations 
and the actual disbursements of funds. 

The plan suggests changes in congressional procedures dealing only with the 
method of handling appropriation bills. It does not deal with the second item, 
namely, the span of time between making of appropriations and the actual 
expenditure thereof. This latter item is a reference to the so-called annual ac- 
crued expenditure basis of stating appropriations which was the subject of ex- 
tended legislative consideration last year and, because of failure of adoption, is 
again under study by the legislative committees. Because of its far-reaching 
effects on the work of the Committee on Appropriations and the appropriations 
process generally, our subcommittee examined into this question extensively. 

The principal features of the plan are— 

1. Appropriation and revenue bills would be handled piecemeal in com- 
mittee and on the floor as at present. 

2. Each bill reported from committee would be accompanied by up-to- 
date tabulations in the nature of a running scorecard, showing the current 
budget outlook and the effect of the accompanying bill on budget results. 

3. Individual appropriation bills, upon signature by Presiding Officers of 
the two Houses, would be paid on the shelf for presentation to the President 
en bloc immediately upon final clearance of the last appropriation bill. 

4. Thereupon, a final tabulation would be made showing the effect upon 
the budget of all appropriation and revenue bills. 

5. Congress would adopt a rule providing for completion of action on all 
individual appropriation and revenue bills by June 1. 

6. Not later than early June, an “Amendatory Appropriation Bill” would 

be prepared by the Committee on Appropriations of the House and sub- 
mitted for consideration as for any other bill. This bill would specify the 
deductions, if any, to be made from appropriations in the individual bills. 
The individual bills, however, would not themselves be changed. It is the 
plan that the 2 Houses would have 30 days in which to formulate and 
dispose of the amendatory bill. 


ANALYSIS OF THE PROPOSED PLAN 


Implicit in the plan is recognition that the present piecemeal approach to ap- 
propriating for support of the Government has certain defects. The plan there- 
fore seeks to accomplish the objectives of a “single package” plan without actual 
consolidation in a single bill. The outline states : 

“The procedure would accomplish the objectives of the consolidated appropri- 
ation bill but at the same time would overcome the objections to such a Dill. 
One of the principal features of the procedure is that accompanying each appro- 
priation or revenue bill would be an up-to-date statement showing the current 
budget outlook and the effect of each appropriation bill on budget results. This 
would assist Members of Congress in determining the possible effect of a pending 
bill on budget results before they cast their votes on the bill.” 

Neither the formal plan nor supporting testimony of its advocates identify the 
“objections” to the once-tried “single package” bill for which the plan is offered 
as a substitute. 

It is the considered view of the subcommittee that the plan as outlined is 
fraugkt with defects and disadvantages such as to render it impracticable. As a 
package, it will not work. The running scorecard type of information, if its de- 
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velopment and availability could be dovetailed with reporting-time schedules, 
would be interesting and informative, but otherwise nothing more than refine- 
ment of basic information readily at hand under present processes. It is not a 
panacea; it appears to be merely a procedural attachment to a far more basic 
proposition. 

AMENDATORY APPROPRIATION BILL 


The proposed Amendatory Appropriation bill is the heart of the plan. Any real 
results under the plan rest entirely on it. All other features of the plan are 
essentially ancillary. The descripiton of the amendatory-bill procedure, while 
quite brief, displays some lack of understanding of the facts inherent in legisla- 
tive procedures. As aforementioned, the several appropriation and revenue bills 
would be handled piecemeal exactly as at present except for inclusion (pre- 
sumably in the accompanying report or general debate) of a running scoresheet 
en the then current budget outlook and effect of the pending bill on budget results. 

The President submits the budget in January of each year. It is the basic 
working document—the starting point of consideration—of the Committee on 
Appropriations. It contains the appropriations and other obligating authority 
requested. It reflects estimates of expenditures, estimates of revenue, and the 
resultant budget surplus or deficit. It clearly shows, in great detail, the trend 
of appropriations, spending, and revenues proposed by the President. All this 
information, and the propesitions from which it derives, are before the Congress 
and the country. Throughout consideration of individual bills under present 
procedures, the complete picture is before the committees and the Congress. 
If the budget proposes increased appropriations, increased spending, or continua- 
tion of prevailing tax rates, everybody knows it. If a deficit is budgeted, that 
fact is known from the outset. Moreover, as each bill is processed, simple arith- 
metic reveals currently how much is being cut from the obligational requests 
of the President. The Congress acts on each bill in light of all these facts. So 
it is wholly unrealistic to presume that mere injection of up-to-date scorecards 
on the current budget outlook along lines suggested would impart to legislative 
deliberations any information which reasonably could be expected to influence 
the ultimate outcome, And it is eqally unrealistic to suggest that, after weeks 
and months of consideration and action by the committees and the two Houses, 
the membership would be inclined to follow a formal prescribed course calling 
for covering much of the same ground twice with the apparent objective, according 
to the plan, of laying out a set of reductions sufficient, as a minimum, to come 
within available revenues if this has not previously been accomplished in the 
several bills. The basis fallacy of this suggestion is that, generally speaking, the 
form of the die will have already been cast. 

To formalize into the law and the rules a specific, continuing procedure under 
which the Congress, by the very nature of the mechanics prescribed, undertakes 
to commit the legislative branch to a concentrated budget-balancing and re- 
trenchment effort year after year might, it would seem, tend to promote fiscal 
irresponsibility in the executive branch. There might well be a growth of the 
seeming tendency to let more spending proposals come forward in the budget 
when, with wide discretion and power in his own hands, the President is in posi- 
tion to withhold appropriation requests, reduce expenditures, and make a bal- 
anced budget. The budget is by law his budget, his responsibility. And the 
Director of the Budget, who reports directly to the President, has statutory 
authority to reduce the requests of the departments. The Congress has no author- 
ity to reduce the requests of the departments. The Congress has no authority to 
spend money appropriated for the executive branch; spending jurisdiction re- 
poses exclusively in the executive branch. Spending proposals, once they see the 
light of day in form of budget estimate, attract support and are more difficult 
to deny or hold down. Suppression at the source is the beginning point. 

The purpose or intent here is not to suggest that under current processing 
procedures the budget requests should never be reconsidered after disposition 
of one or all the individual bills. To contend otherwise would be wholly in- 
compatible with realities. A number of circumstances, wholly unforeseeable 
or insuseeptible of being dealt with at a.given time, may call for additional con- 
siderations and action not previously deemed necessary or appropirate. The 
dimensions of such contingencies would normally dictate what action, if any, 
were necessary. 

The plan for the amendatory bill embodies other features failing to comport 
with realities. If, for instance, a primary reason for the final scoresheet show- 
ing a deficit or inadequate surplus were the failure to adopt adequate revenue 
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measures otherwise thought to be necessary, would it logically follow, notwith- 
standing this, that the amendatory appropriation bill should nevertheless be 
prepared and processed? Would it not be manifestly unrealistic to impose on 
the Committee on Appropriations the specific burden of “bailing the situation 
out” after the House had previously debated, amended, and adopted appropria- 
tion bills originally presented by the committee? 


HOLDING INDIVIDUAL MONEY BILLS 


The plan proposes that each individual bill, upon final processing, be laid on 
the shelf and net delivered to the President until after the last such bill has been 
disposed of. The necessity or advantage of this suggestion is not apparent, 
since under terms of the plan the individual bills would not literally be altered in 
terms by the amendatory bill. Funds provided in the individual bills do not be- 
come available for obligation until the beginning of the fiscal year, even when 
cleared and signed in advance thereof, and amounts finally available for indi- 
vidual programs would not be known until the amendatory bill were disposed of. 


JUNE 1 DEADLINE 


The plan contemplates that Congress would make appropriate provision for 
clearance of all revenue and appropriation bills (except the amendatory bill) by 
June 1, to allow a month before start of the new fiscal year in which to process 
the amendatory bill. 

This is a laudable objective, but past experience is probably the best indica- 
tion of how unrealistic it is. 


ACCRUED EXPENDITURE BASIS OF STATING APPROPRIATIONS 


As indicated, the plan suggests that one difficulty in dealing with congressional 
eontrol of spending is the span of time between making of appropriations and 
actual disbursement thereof. While the plan itself does not deal with this matter, 
it was discussed extensively in the hearings because of far-reaching effects sug- 
gested changes in this respect would have on the budgetary and appropriations 
processes all along the line. It seems appropriate, therefore, especially since 
legislation on the subject is again under consideration in the Congress to call 
attention of members of the Committee on Appropriations to the nature and 
dimensions of the proposition. 

Pending legislation would, if adopted, require estimates of appropriations to 
be stated on the so-called annual accrued expenditure basis. Similar legislation 
failed of adoption last year at the insistence of the House. In its simplest terms, 
annual accrued expenditures means stating appropriations on the basis of goods 
and services expected to be received during the year regardless of when obligated 
for, or when used, or when paid for. Under present practice, appropriations are 
stated on an obligation basis. They convey both authority to obligate and 
authority to disburse. What constitutes an obligation is comprehensively defined 
in law. 

Stating appropriations on the accrued expenditure basis would require supple- 
mentation in the form of contract authority for many programs. Changing over 
to the new basis would in no wise alter the operating realities or needs of the 
vast and complex programs of the Government. If operating necessities require 
advance commitment or obligating authority to permit of orderly program man- 
agement and execution under present budgetary procedures, they will require 
similar authority under the accrued-expenditure method. 

Contract authority is a workable device but not the most economical. It is 
an old and familiar friend to the Committee on Appropriations and the Congress. 
It was used extensively for many years. It has been found wanting. It was 
generally abandoned in appropriation bills back in 1951, although its use is grow- 
ing in substantive legislative bills. Far from contributing to economy and re- 
trenchment, it tends to the opposite effect. It ties the hands of the President 
and the Congress in making up and considering future appropriation budgets 
by introducing undesirable rigidities into the budget picture. It is a snare and 
a delusion. Its appeal is one of its principal defects. It is often viewed as merely 
an authorization, with the consequent tendency to pass over it more lightly, to 
fail to give it the same thorough examination as a direct appropriation. Psycho- 
logically, the situation can be likened to a charge account at the store—relatively 
easy to open because it is not necessary to have the cash in hand. Moreover, 
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subsequent appropriation requests to pay the bills incurred under prior contract 
authority are frequently viewed as being beyond reach—the attitude that we 
have no choice but to pay the bill. That has been the practical effect of using 
it in many instances. 

Recommendations leading to the proposed. accrued-expenditure method lay 
great emphasis on necessity of the Congress regaining control of the purse strings 
and in support thereof cite the billions of unexpended carryover balances of ap- 
propriations at the end of a given fiscal year. The import of the suggestion seems 
to be that adoption of the new method automatically imparts to the Congress 
closer control of Cemands on the Treasury, with resultant substantial savings. 
It is true that large unexpended balances are in the hands of the departments 
each year and that in the annual appropriation bills the Congress does not now 
exercise direct annual control over their annual rate of disbursement. The 
magnitude of such balances is shown by the following figures taken from the 
budget for 1958, representing the estimate of amounts on hand on July 1, 1957. 
And it is: significant to note that such balances are by no means exclusively 
confined to “appropriation” balances : 





| Obligated | Unobligated Total 
pene ee é poremel : |——____— 
| Billions | Billions | Billions 
1. Appropriations___. a all $34. 3 12.0 | $46.3 
2. Authorizations to expend from debt receipts | 5.1 | 13. 4 | 18.5 
3. Contract authorizations , 3 | -7 | 1.0 
4. Revolving and management funds 5 | 3.6 | 4.1 
a gees woh La 40.2 | 29.7 | 69.9 
\ 


In the long-range sense as distinguished from any particular fiscal year, too 
much emphasis is attached to the question of regaining congressional control 
over unexpended balances as a major answer to curtailing spending or avoiding 
deficits. It is a contention seemingly born of frustration. It is but one in a series 
of suggestions for balancing the budget or reducing expenditures merely by 
“changing the system.” 

No funds whatsoever can be withdrawn from the Treasury save in consequence 
of valid authority granted by the Congress to first create an obligation in behalf 
of the Government. That is the beginning point in the budgetary process—the 
point of coutrol—and it is the key to the situation. The most consistently accu- 
rate barometer to future spending levels is the dimensions of authority accorded 
by the Congress to enter into obligations on behalf of the Government. Denial 
of authority to obligate precludes a subsequent expenditure. Curtail the input 
of new appropriations (and other forms of obligating authority) and spending 
will come down. Grant authority to obligate and the expenditure inevitably will 
follow in due time. Many who advocate changing to the accrued expenditure basis 
of stating appropriations do not seem to fully appreciate or recognize this ex- 
tremely simple truth. 

It is interesting to note that while the President in his recent budget message 
urged the Congress to give further consideration to pending legislation to place 
appropriations on the accrued expenditure basis, the booklet entitled, “The 
Federal Budget (1958) in Brief,’ recently issued by the Executive Office cf the 
President, contains the following significant statement: 

“Because obligational authority foreruns expenditures it is necessary to exer- 
cise control over the amount of new authority voted for Government agencies 
in order to keep expenditures within receipts. If in any year the Government 
obligates itself to pay more money than it is receiving, it is courting future 
deficits.” 

Carryover balances are pocketed in hundreds of separate appropriation and 
other accounts on the books of the departments. They are shown in detail 
throughout the budget. They vary in size from relatively insignificant amounts 
to billions of dollars. Regardless of size, determination of amounts of new 
obligating requests to be allowed requires concurrent consideration of the carry- 
over in those programs where advance financing is necessary. That is the general 
procedure now followed by the Committee on Appropriations. In some instances 
only the unobligated portion is a pertinent factor, while in others the obligated 
portion is of equal importance in the determination. Such balances should be 
held to the absolute minimum, consistent with the varied needs of the individual 
program to which applicable. But so long as the scale of Federal programs 
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remains of the present general magnitude carryover balances will continue to 
exist in terms of billions and billions of dollars. 

However, the contention persists that adoption of the accrued expenditure 
method would result in substantial reduction of such balances and somehow 
bring about significant retrenchment. 

What would happen if the shift were made to the suggested basis of appropri- 
ating, as provided in pending legislation, would be the elimination of large 
unexpended eppropriation balances (which, of course, is not cash in the 
Treasury) and substitution of large unfunded contract authorization balances. 
Under either system, the grant of authority to obligate the Treasury to future 
cash expenditure occurs at the outset. <A fiscal system cannot change the operat- 
ing realities of the vast and complex programs of the Government or the point 
of time at which the necessities of the situation make a claim on the Treasury. 
Under either system, the large carryovers—and there will be similar large carry- 
overs under both—will consist of (a) outstanding obligations and (b) unobli- 
gated amounts. Under either system, the die is cast as to eventual payment when 
the obligation is created. On this important point of timing of the obligation 
to future payment, therefore, the proposition is essentially a distinction without 
a difference. The day of reckoning—the day of payment—is inevitable and, fur- 
thermore, the payment will normally occur at the same time under either system. 
Once the obligation or commitment sets the machinery in motion, the Congress 
can do little if anything to postpone the day of cash payment. 

Of course, the Congress could if it wished make reductions in carryover bal- 
ances, but it should be under no illusions if it does so. And it can do so right now 
without changing the system. Several billions of dollars could be cut from new 
appropriations requested for 1958 for such long-lead-time items as ships, air- 
craft, missiles, etc., because the budget contemplates that not all of the new funds 
requested will be contracted and obligated in 1958. This situation arises from the 
generally prevailing practice of providing funds at the outset for the total esti- 
mated cost of a given item so that the Congress can clearly see, and have com- 
plete knowledge of, the full dimensions and cost when it is first presented for 
appropriation. An alternative would be to appropriate in the first year only the 
amount estimated to be obligated in that year, leaving to later years “installment 
appropriations” to complete the necessary funding. But this sort of partial fund- 
ing tends to be less than fully informative and in effect somewhat misleading. 
An instance arose on one of the appropriation bills last year wherein an amend- 
ment in the order of $1 million was adopted with ease to begin a project the 
ultimate cost of which will be in excess of $1 billion. Had the initial appropri- 
ation been a billion dollars instead of a million dollars, the outcome may well 
have been different. 

For example, if the Congress provides funds in 1 fiscal year for a special project 
such as 1,000 aircraft or an atomic carrier, which will require a total of, say 3 
or 4 years for full completion and delivery, how can it correctly be said that Con- 
gress has “lost” control of the purse strings merely because all the money will not 
be obligated or expended during the first year of the project? The Congress 
exercised its control over the purse in approving the project and the funds for the 
project. Of course, under present procedures the Congress, if it later changes its 
mind, can take action to rescind funds or repeal the authorization. Moreover, 
if the ultimate cost proves to be less than the funds provided the unused portion 
can be canceled or applied to other purposes, and this is frequently done. 





CONCLUSION ON ACCRUED EXPENDITURE METHOD 


For these and related reasons, it is the view of the subcommittee that the 
accrued expenditure method should not be adopted. It has disadvantages and 
offers no improvement. This is not to infer that present methods and processes 
are perfect or the best. There may be a better way to present and process the 
Federal budget. The best system that can be devised ought to be employed, but 
the proposed accrued expenditure method is not it. The point is, there is no 
simple shortcut, no magic retrenchment device. No budgetary system has a built- 
in guaranty of economy or efficiency. 


MetTHops oF GRANTING AUTHORITY TO OBLIGATE 


Apropos the question of regaining control of the purse strings, there is a 
widely held but mistaken impression that it is through the annual appropriation 
bills that all funds are made available for obligation and expenditure and that 
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the annual appropriations process affords almost unlimited opportunity to reduce 
at will the drain on the Treasury. It does not always seem to be fully appre- 
ciated that today the annual appropriation bills afford, as a practical matter, 
only somewhat limited opportunity or basis for the Congress to effectively exercise 
its will on the broad dimensions of Government spending. A substantial segment 
of new authority to obligate the Government is insulated from effective annual 
determination through appropriation bills by reason of such items as permanent 
appropriations, permanent contract authorizations, authorizations to expend 
from debt receipts, and specific formulas in various grant-in-aid and other pro- 
grams in basic legislation beyond practicable reach of the annual congressional 
appropriations processes. Moreover, substantial amounts of authority to obli- 
gate, and even to actually spend, are granted in other than appropriation bills. 
Unfortunately, the practice seems to be growing and, as it grows, basis for effec- 
tive annual determination of expenditure levels is undermined and shrinks ac- 
cordingly. The Congress cannot continue to place large segments of the budget 
beyond reach of annual determination without further seriously impairing the 
practical limits of exercise of effective control of the purse through the tradi- 
tional means of appropriation bill. It may come as a surprise to many to know 
that while the last session of Congress was reducing the President’s requests for 
“appropriations” in appropriation bills by $257 million, it was at the same time, 
in other than appropriation bills, increasing the President’s requests for other 
types of obligating and spending authority about $1,736 million. These types of 
authority result in expenditures from the Treasury just as do expenditures from 
“appropriations.” There is no difference in final effect. A list showing the 
makeup of the $1,736 million increase follows : 


Funds appropriated to the President : Millions 
Investment in discharge of investment guaranty liabilities (author- 
ization to expend from debt receipts) _.__._-_.__-_-------------___ $37. 5 


Independent offices : 
Veterans’ Administration, direct loans to veterans and reserves 


(authorization to expend from debt receipts ) _.__._______-_-_-_--__-_ 150. 0 
Housing and Home Finance: 
Housing studies (contract authorization) ___.________________-__- 5 
College housing loans (authorization to expend from debt receipts) 150. 0 
Investment in flood indemnity operations (authorization to expend- 
fromn: Govt -weceintls 2.5... iia See ee tanthe 400, 0 
Department of Agriculture: 
CCC (authorization to expend from debt receipts) — SS 500. 0 
Farmers’ Home Administration : 
Farm tenant mortgage insurance (authorization to expend 
Crom debt 2OCeIRR) u2siecd-sedss- eek ten 6.9 
Farm housing (authorization to expend from debt receipts) - 450. 0 
Department of Commerce: 
Public land highways (contract authorization) —-_._.__._._________ 2.0 


Forest highways (contract authorization) _____~ 
Department of Interior: 
Park Service (contract authorization) 


- 


a 32.0 


TOUR. oak ce tae se cedbtecietctacsBanitsens apcics nce ee eee Te 


1 The total involved was $4,259 million. 





The practice continues to grow. Recent examples in point indicate the trend. 
The multi-billion-dollar Federal aid highway grant program figures have dropped 
from budget totals. The law actually appropriates the receipts to a so-called 
trust fund for the next 16 years, to be obligated through contract authority, 
removing approximately $2 billion a year from determination in the annual appro- 
priation process. In 1955, contract authority ($63 million a year for 3 years) 
for airport-construction grants was enacted in basic legislation for the first time. 
In the annual budget Congress is presented with the bill and has no choice but to 
grant the appropriation. These are examples cited here solely to show the trend 
without regard to merits of the programs themselves. 


AUTHORIZATION OF APPROPRIATIONS 


The basic foundation for an appropriation is a legislative authorization. No 
appropriation is in order under the rules unless for purposes previously author- 
ized by law. Initial authorization of a program or project is therefore the true 
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beginning point in the spending process. If the program or project, whatever it 
may be, is not authorized by the Congress, then no appropriation is in order. But 
the facts are that each year new programs and projects are authorized, and old 
programs are often extended and expanded. In contrast, seldom are existing 
programs and activities deauthoriezd via the basic legislative route. Fiscally, 
the cumulative result is increasing demands on the Federal Treasury. And once 
undertaken, it is inherent in the nature of things that resistance more often than 
not comes to the fore when efforts are made to curtail, deny proposed expansion, 
or eliminate. 


Chairman Dawson. Then we will stand adjourned until tomorrow 
morning at 10 in this room. 

(Whereupon, at 1 p. m. Wednesday, April 3, 1957, the subcommit- 
tee adjourned to reconvene Thursday, April 4, 1957, at 10 a. m.) 
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(H. R. 40, H. R. 758, H. R. 1170, H. R. 1171, H. R. 2000, 
H. R. 2494, H. R. 2780, H. R. 3379, H. R. 3961, H. R. 4117, 
H. R. 4443, H. R. 4500, H. R. 5897, and H. R. 5941) 


THURSDAY, APRIL 4, 1957 


Hovssr or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND 
LEGISLATIVE REORGANIZATION OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, in room 1537, New 
House Office Building, Washington, D. C., at 10 a. m., Hon. William L. 
Dawson (chairman of the subcommittee) presiding. 
Members present: William L. Dawson, chairman; Dante B. Fascell, 
Cecil M. Harden, Clarence J. Brown, and Robert H. Michel. 
Also present: Elmer W. Henderson, counsel; William A. Young, 
staff member; and James A. Lanigan, associate general counsel. 
Chairman Dawson. The hearings will now be resumed. 
We asked the Congressman to return today in order that we might 
go further into the matter. 
Mr. Brown. Before the Congressman begins, I would like to get per- 
mission to put into the record at the proper spot the exact statements 
made by Mr. Shoemaker and the inquiries made of him at the hearing 
that you referred to. 
Mr. Manon. I would like at this point to discuss that situation. If 
L might have—— 
Chairman Dawson. Without objection, the Congressman’s request 
will be granted. 
(The testimony referred to above appears later herein.) 


ExcerPT FrRoM TESTIMONY OF PERRY M. SHOEMAKER BEFORE House APPRO- 
PRIATIONS SUBCOMMITTEE ON DEFENSE BUDGET, MARCH 22, 1957 


ne 


Chairman Manon. We had a witness before us yesterday, a very eminent man 
in the Defense Department on the Secretary level, and he indicated he thought it 
was utterly ridiculous for the Hoover Commission to say you could save $200 
million on food by making a more realistic count of the people who attend the 
various meals in the services. That has been trumpeted about the country; I 
read it in an article in the Washington Post Parade section last Sunday. 
t is utterly ridiculous. I think so, and I believe you would say 

Mr. SHOEMAKER. I would not, sir. 

Chairman Manon. You would not? 

Mr. SHOEMAKER. I would not agree with it. I was on the Subsistence Task 
Foree and I know something of the background of that situation. 


He said 
it is. 


183 
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Chairman Manon. They tell us they already make discount for people who do 
not attend. I would hate to think they just cooked the food for people who were 
= there and threw it out each day. I cannot believe anybody would be that 

umb. 

Mr. SHOEMAKER. If it has been corrected up to this time, I do not know about 
that. 

Chairman Manon. They have not made any change I have heard of. It does 
not make sense to think that they prepare $200 million worth of food for people 
who do not eat it. It challenges one’s credibility to believe that kind of stuff. 

Mr. SHOEMAKER. | deo not believe we said they actually prepared the food and 
threw it away, sir. 

Chairman Manon. That is the implication. 

Mr. SHOEMAKER. We pointed out that their appropriations for food were based 
upon the full complement of officers and crewmen. 

Mr. Mitier. That is not so. It has never been done since I have been on this 
committee. They always estimate the number of absentees. I do not know 
where you get such an idea. 

Mr. SHOEMAKER. We had the testimony before us at the time from members of 
the Defense Department. I have not even got the Subsistence Task Force Report 
here. 

Mr. Mirter. It is different from what they testified before us for the last 4 
years. Maybe you are right but that is not the story given to this committee 
since I have been on it. 

Mr. SHOEMAKER. Gentlemen, the same question came before the Committee on 
Government Operations last spring if I am not mistaken. My recollection is 
that a satisfactory explanation did not come from the Defense Department at 
that time. 

Chairman Manon. Do you seriously think that we were wasting or had wasted 
$200 million a year by reason of the failure to count the people correctly for 
these meals? 

Mr. SHOEMAKER. No, Congressman. Here is what happened as we understood 
it. The food was not prepared and thrown away. 

Chairman MAHON. How was the money wasted? 

Mr. SHOEMAKER. The money was diverted into other channels where Congress 
lost control of it entirely. 

Chairman MAHON. What other channels do you mean? Do you mean that they 
did not waste the money on food but that they spent it for something else? 

Mr. SHOEMAKER, They spent it for something else. 

Chairman Manon. Was this something else wasteful? 

Mr. SHOEMAKER. In some cases it was for entertainment, for athletic facilities 
and we ran down a number of those things at the time. 

Chairman Manon. They have to have athletic facilities to keep up the morale 
of the Armed Forces to some extent. 

Mr. SHOEMAKER. We do not question that. 

Chairman Manon. The implication of that is the Hoover Commission says that 
we could save $200 million by changing this head count and it is so absurd and 
unrealistic that it tends to discredit the Hoover Commission. That is my point. 
When you hear so many of these phony things, it makes it more difficult for you 
to achieve real success and make a real contribution on things that are highly 
important. That is my point. 

Mr. SHOEMAKER. You have a good point, Mr. Mahon. I wish I had the sub- 
sistence report here and could have reviewed it before discussing this with you 
because my recollection is that this figure of $200 million covered other items 
than this head count business. 

Chairman MAnon. We do not want to get into that field now. I was doing this 
for illustrative purposes. Go ahead with your testimony. 


Mr. Dawson. Now, Mr. Congressman. 


FURTHER STATEMENT OF HON. GEORGE MAHON, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF TEXAS 


Mr. Manon. I think many of the Hoover Commission recommen- 
dations have been helpful. Many of them have been adopted and | 
think others probably will be. I tried to make the point yesterday 
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that false and fraudulent claims made are not helpful to the Hoover 
Commission, to the Congress or to the general public. 

When I see a story or an article indicating that Congress can save 
several million dollars in the defense program, naturally, in working 
with the defense budget, I want to immediately move to try to help 
save that money if it is right to do so. 

Now, one of my constituents from Lubbock, Tex., wrote me a few 
days ago and sent me from the magazine section of a daily paper 
called Parade an article in regard to the Hoover Commission, I had 
seen this article, and when I received this letter I was not surprised 
because I knew the people would read it and be incensed and think, 
“Why is Congress so dumb that it doesn’t make these savings which 
have been pinpointed ?” 

Now, this article which was published Sunday a week ago was 
entitled, “Better Government for Less, Hoover Commission Findings 
Can Get It for You If You Do Your Part.” 


Do you want better Government at lower costs? No overburdened taxpayer 
would fail to answer yes. Yet Congress has neglected to act on recommendations 


that would improve the Government operations and would save $4.5 billion to 36 
billion in the process. 


I refer to the second Hoover Commission’s recommendations, most of which 
have been collecting cobwebs in Congress since 1955. 

Now, the thing that seemed to upset my constituent and disturbed 
me was this big black headline in the article, “Cooking chow for 
saters only can save $200 million a vear.” Well, naturally if we can 
whack over $200 million out of subsistence for the Armed Forces and 
save $200 million safely, we would want to do it. 

I told the Defense Department to bring me up to date on this, and 
I would like to read a little memorandum which was prepared for me 
by the Defense Department. It is short. 

By limiting military cooking to a head count of persons present instead of the 
total complement of ships and posts, the Defense Department can save about 
$200 million a year. 

That was a quote from the article in the paper which I had submitted 
to the Defense Department and requested a report on. 

Now I will read the report from the Defense Department, which is 
rather unofficial, but was prepared at my request. 

Actual head counts have long been accepted practice in the planning 
of meals at various stations, camps, and bases. To assure realistic and 
equitable procedures among the services for budget planning and 
estimating purposes the cost of subsistence in kind programs is re- 
quired to be based on the actual per capita consumption cost experi- 
enced (memorandum for the Assistant Secretary, FM May 3, 1955). 
Experience factors based on head count used in planning the 1958 
budget for subsistence in kind, for example, show the following absen- 
tee rates applied as discounts to the total number of personnel eligible 
for subsistence in kind. 

Then the absentee rates run about 14 percent, and so forth. It will 
speak for itself. 

Continuing: 


This statement and the caption of the article Cooking Chow for Eaters Only 
can save $200 million are entirely misleading. If the public is led to believe 
that there is $200 million a year to be saved in food costs simply by a change 
in ration practice, then the public is being sadly misled. 








186 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


Here is the article, Cooking Chow for Eaters Only Can Save $200 
Million a Year. 
Now: 


Defense Department expenditures for food or subsistence, as it is called in 

the service, are running less than $600 million a year. 
So you would be saving one-third on the food bill of military person- 
nel, and the fellows are not now getting but about $1 worth of food 
aday. If you can cut that down to 66 cents a day in this inflationary 
period, it would be wonderful, providing the food is adequate. 

The Department of Defense throughout the year feeds an average of about 
1,600,000 men. This works out to approximately $1 per day per man for 3 
meals a day. If the statement were applied literally, it would mean a reduction 
of more than one-third in the current level of Defense Department expenditures 


for food. This one-third reduction $200 million, represents the entire cost of 
feeding the Air Force. 


Isn’t that a terrific saving ? 


It represents the entire cost of feeding the Air Force plus the Marine Corps, 
or almost the full cost of feeding the entire Army. It would mean that the 
Defense Department would have to feed its men on an average of 65 cents a 
day. Even a good homemaker would undoubtedly find that it would be difficult 
to provide an adequate ration for grown men occupied for the most part in physi- 
cal activities for only 22 cents a meal. 


The report continues: 


As a matter of fact, there never was any $200 million waste of food that 
could be saved merely by limiting military cooking to a head count of personnel 
present. Certainly there was room for improvement in food management, but 
more important, there was lack of uniformity in the way the services computed 
their subsistence requirements. 


There was lack of uniformity and there was room for the Hoover 
Commission to make some complaints and recommendations, it is ad- 
mitted by the Defense Department. 

This allowed some servicemen to eat better than others. Improvements in 


food management have been made and differences among the services have been 
eliminated by standardizing the method of computing subsistence costs. 


Continuing : 


It is to be regretted that such highly exaggerated and grossly oversimplified 
claims of savings as this continue to be given currency. They may have had 
some relevance when the Hoover Commission task forces were conducting their 
studies, but they have little or no applicability to the situation as it exists 
today. Their constant reiteration in the press only serves to mislead and confuse 
the public and make the task of Congress, particularly the Appropriations Com- 
mittee, much more difficult. They lead to expectations on the part of the public 
which simply cannot be fulfilled. 

Well, Mr. Shoemaker, who worked with the task force and who 
worked specifically on subsistence 

Mr. Brown. He was Chairman of the Transportation Subcommit- 
tee. May I correct you’ He may have at times, in connection with 
the transportation of foods, served with the Subsistence Committee, 
but that was not his specific assignment. 

Mr. Manon. So he came before the Committee on Appropriations 
recently and he wanted to discuss some of the Hoover Commission 
recommendations and he wanted to tell the Congress how the Chamber 
of Commerce of the United States thought the defense budget could 
be reduced by $1% billion for fiscal 1958. He had been before the 
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— last year and he seems to be a gentleman of the very highest 
order. 

So I challenged him on this. I said: “Why don’t you stick to things 
that are true, and why don’t you try to sell the American people on 
the basis of what you are actually doing in the Hoover Commission ?” 
I said: “You have got a good case; why don’t you sell your own ¢ase 
without exaggeration.” 

“Well,” he said, “certainly I want the truth and we want to proceed 
on the basis of fairness.” 

Now, I have received from Mr. Shoemaker since that meeting—at 
the time he was before the committee he was not familiar with this 
saving and he didn’t want to speak unequivocally about it. 

Mr. Brown. Before you read the letter, would you yield for a min- 
ute to make clear what was said, George? We want to have this 
straight. 

Mr. Manon. Yes. What wassaid where ? 

Mr. Brown. In the hearing. May I read the exact testimony? 

Mr. Manon. Say what hearing? 

Mr. Brown. An extract of the Shoemaker testimony before the 
House Appropriations Subcommittee on Defense Budget, March 22, 
1957. 

Mr. Manon. Yes, all right. 

Mr. Brown. There has been a lot of talk about Mr. Shoemaker: 
What he said, and so forth, and what he didn’t say. Here is the exact 
quote from the stenographic report: 

Chairman Manon. We had a witness before us yesterday, a very eminent man 
in the Defense Department on the secretarial level who indicated he thought it 
was utterly ridiculous for the Hoover Commission to say you could save $200 


million on food by making a more realistic count of the people who attended 
the various meals in the services. 


Mr. Mahon quotes what some fellow in the Department said that the 
Hoover Commission said : 


That has been trumpeted about the country. I read it in an article in the 
Washington Post Parade section last Sunday. He said it is utterly ridiculous. 
I think so, and I believe you would say it is. 

Mr. SHOEMAKER. I would not, sir. 

Chairman Manon, You would not? 

Mr. SHOEMAKER. I would not agree with it. I was on the subsistence task 
force and I know something of the background of that situation. 


Mr. Manon. He said he was on the subsistence task force. 

Mr. Brown. He served part of the time. Let me go ahead. I know 
more about these Hoover Commissions than you will ever know, be- 
cause I spent 5 years on them. 

Mr. Manon. Lamsure. 

Mr. Brown (reading) : 


Chairman Manon. They tell us they already make discounts for people who 
do not attend. I would hate to think they just cooked the food for people who 
were not there and threw it out each day. I cannot believe anybody would be 
that dumb. 2 

Mr. SHOEMAKER. If it has been corrected up to this time, I do not know about it. 

Chairman Manon. They have not made any change I have heard of. It 
does not make sense to think that they are preparing $200 million worth o? food 
for people who do not eat it. It challanges one’s credulity to believe that kind 
of stuff. 

Mr. SHormAKeER. I do not believe we said they actually prepared the food 
and threw it away, sir. 

91064—57——_18 
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Chairman Manon. That is the implication. 

Mr. SHOEMAKER. We pointed out that their appropriations for food were based 
upon the full complement of officers and crewmen. 

Mr. MILLER— 


I don’t know who he is— 


That is not so. It has never been done since I have been on this committee. 
They always estimate the number of absentees. I do not know where you get 
such an idea. 

Mr. SHOEMAKER. We had the testimony before us at the time from members 
of the Defense Department. I do not even have the subsistence task force report 
here. 

Mr. Miter. It is different from what they testified before us for the last 4 
years. Maybe you are right, but that is not the story given to this committee 
since I have been on it. 

Mr. SHOEMAKER. Gentlemen, the same question came before the Committee 
on Government Operations last spring if I am not mistaken. My recollection 
is that a satisfactory explanation did not come from the Defense Department 
at that time. 

Chairman Manon. Do you seriously think that we were wasting, or had 
wasted, $200 million a year by reason of the failure to count these people cor- 
rectly for these meals? 

Mr. SHOEMAKER. Mr. Congressman, here is what happened, as we understood 
it. The food was not prepared and thrown away. 

Chairman MAHon. How was the money wasted? 

Mr. SHOEMAKER. The money was diverted into other channels where Congress 
lost control of it entirely. 

Chairman Manon. What other channels do you mean? Do you mean that 
they did not waste the money on food but that they spent it for something else? 

Mr. SHOEMAKER. They spent it for something else. 

Chairman MAHON. Was this something else wasteful ? 

Mr. SHOEMAKER. In some cases it was for entertainment, for athletic facilities, 
and we ran down a number of those things at the time. 

Chairman Manon. They have to have athletic facilities to keep up the morale 
of the Armed Forces to some extent. 

Mr. SHOEMAKER. We do not question that. 

Chairman Manon. The implication of that is the Hoover Commission says 
that we could save $200 million by changing this head count and it is so absurd 
and unrealistic that it tends to discredit the Hoover Commission. That is my 
point. When you hear so many of these phony things, it makes it more difficult 
for you to achieve real success and make a real contribution on things that are 
highly important. That is my point. 

Mr. SHOEMAKER. You have a good point, Mr. Mahon. I wish I had the sub- 
sistence report here and could have reviewed it before discussing this with you 
because my recollection is that this figure of $200 million covered other items than 
this head-count business. 

Chairman MAHON. We do not want to get into that field now, I was doing this 
for illustrative purposes, Go ahead with your statement. 


I also have a copy of the letter that I would like to file that you are 
going toread. I would like to comment quickly, because we are going 
to have to get away from here. 

Mr. Manon. You will permit me to read the letter? 

Mr. Brown. Yes. Let me finish on this other thing first. 

Mr. Manon. Sure. : 

Mr. Brown. I read this article; it did not come from The Hoover 
Commission, in Parade. It was written by a Member of Congress. 
I have seen many things written by Members of Congress, and even 
heard some speeches by Members of Congress that weren’t entirely 
factual, although based upon information that they may have gathered 
—from what source I don’t know. For instance, this article said that 
Mr. Truman appointed Mr. Hoover as Chairman of the Hoover Com- 
mission. That is entirely incorrect, and anyone on the Commission 
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would have known better. He was elected by the Commission, as pro- 
vided by law. But the point I want to make in here is that, so far as 
we have learned, the procedure which has been followed in connection 
with appr opriating money to feed a full complement of men has not 
yet been changed. Now, you don’t cut the amount per person. If one- 
third of your per sonnel is away, and you provide $1 per head to feed 
all, you don’ ’t cut the rest of them to 6624 cents. They still get their $1 
worth of food per person. 

But the thing that we found, and our committee found, Mr. Chair- 
man, was that ‘there has been a very loose handling of all these food 
supplies, such as not even having a rule of first-in, first-out of storage, 
with a lot of food spoiling—you remember that testimony. And the 
conditions have not been very happy ones. 

I think if the chairman, Mr. Mahon—and I know he is an honest 
and a fair man, and wants to do the right thing—will check back, he 
will find that there is some susbtantiation for the savings estimate 
which was made by someone, not by the Commission, itself. I don’t 
think we ever made direct estimates as to the amount of savings, that 
all of these practices that we mentioned about, if corrected, in the 
ode ge handling of re for the Armed Forces, could save as much as 
$200 million a year. I don’t think the Commission said that. Other 
people may have made that estimate afterward, I don’t know. But 
our investigation, as well as the Hoover Commission i investigation, did 
demonstrate, at least to my satisfaction, and I think to the satisfac- 
tion of every member of the Hoover Commission, which was a bi- 
partisan one, and of every member of this committee, if I could inter- 
pret their reactions properly, that there had been a great deal of waste 
and extravagance in the handling of the food procurement, and of food 
use, in the Armed Forces. 

And we made strong recommendations as to how things should be 
corrected, That is all. I just wanted to make that clear for the rec- 
ord, and to clarify the situation that it wasn’t the Hoover Commission, 
and that Mr. Shoemaker did not say savings of $200 million on feed- 
ing of men alone could be made, but that he mentioned specifically in 
his statement the amount included other savings which could be made 
in the handling of food and supplies. 

Chairman Dawson. Congressman Mahon ? 

Mr. Brown. Thank you for yielding, Congressman. 

Mr. Manon. I go back to the statement that I made, that when we 
have articles circulated among our constituents about $200 million, 
with big headlines, Cooking Chow for Eaters Only Can Save $200 
Million a Year in the Defense Department, it is bad, and the state- 
ment is not based on fact. 

I am glad that the gentleman from Ohio agrees that that statement 
here quoted is not based on facts, it is a misrepresentation to the Amer- 
ican people. So when Mr. Shoemaker was before us, I threw this in 
as an example of how not to try to achieve economy in Government. 
So Mr. Shoemaker writes me this letter on March 29, and I would like 
to read it. 


Hon. GreorcEe H. MAHON, 


Chairman, Defense Subcommittee of the House Appropriations Committee, 
The Capitol, Washington, D. C. 


Dear Mr. MAHON: It was my privilege to appear before your commitee on 
Friday, March 22, 1957, as spokesman for the United States Chamber of Com- 
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merce, and as such to testify with reference to areas in the Defense budget 
wherein we believed reductions could be effected. 

During this testimony, you asked me about a statement made the previous day 
by a witness from the Department of Defense wherein he said it was ridiculous 
for the Hoover Commission to say you could save $200 million on food by making 
a more realistic count of the people who attend the various meals of the serv- 
ices. As I told you at the time, I was a member of the subsistence task force 
and knew that we had testimony on this subject from members of the Defense 
Department at the time of our studies. 

But Mr. Brown says that Mr. Shoemaker was not a member of the 
Subsistence Task Force, and I must accept his statement on that point. 

Mr. Brown. I said he worked with the Subsistence Task Force at 
certain times, but his main assignment was as Chairman of the Trans- 
portation Task Force. ' 

Mr. Manon. I just don’t know about that. 

Mr. Brown. There was some cross-service because of the two oper- 
ations fitting together, because we had the asinine, stupid, silly system 
of shipping food backward and forward across the country concern- 
ing which nothing had ever been done by the Congress. I could make 
a speech on that. Therefore, we asked the Transportation Chairman 
to work with the Subsistence Task Force to try to correct some of 
the situations we discovered such as where they were shipping tomatoes, 
for instance from Maryland out to the west coast to feed the Army or 
the Navy, and shipping tomatoes from the west coast to the east 
coast to feed the other services, whichever it was. 

Mr. Manon. There, again, is another story which I would be glad 
to discuss if we want to take the time afer we finish the subject of 
this $200 million which we could save, according to this claim. 

Quoting the letter: 

Further, my recollection was that this figure of $200 million certainly must 
cover other items than this head-count business. 

It didn’t according to the story which I read, and which is in the 
record. 

Mr. Brown. Who are you trying here, Mr. Shoemaker or the per- 
son who wrote the story, or who? 

Mr. Manon. I am not trying anybody. I was invited to testify 
before this committee and I am seeking to respond to questions. 

Mr. Brown. But your statement yesterday was that Mr. Shoe- 
maker had claimed this $200 million savings, too. 

Mr. Manon. I do not believe so. I meant to refer to the article 
and not to Mr. Shoemaker. 

Mr. Brown. You did say the Hoover Commission, didn’t you / 

Mr. Manon. I don’t recall that I said the Hoover Commission said 
it. I referred to this article in Parade. I hope the record will be 
clear that Mr. Shoemaker made no such charge. 

Further, my recollection was that this figure of $200 million cer- 
tainly must cover other items than this head-count business. Un- 

fortunately, I did not have with me for reference a copy of the Sub- 
sistence Task Force Report when you posed the question. 

Since testifying before your committee on March 22, I have re- 
viewed carefully both the Commission’s report and the task force 
report on food and clothing (subsistence). Nowhere in these re- 


ports is there any reference to a $200 million savings or for that matter 


any savings being made by a more realistic count of the people attend- 
ing the service messes. 
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Now I go back to insert at this point the statement which I read 
from the paper which purported to be—apparently it wasn’t—which 
purported to be the claim of the Hoover Commission, “Cooking Chow 
for Eaters Only Can Save $200 Million a Year.” 

(Excerpts from the article referred to are as follows:) 


Better GOVERNMENT FOR LESS 


Hoover Commission findings can get it for you—if you do your part. Do you 
want better government at lower cost? No overburdened taxpayer would fail 
to answer “Yes.” Yet Congress has neglected to act on recommendations that 
would improve Government operations and save $4.5 to $6 billion in the process. I 
refer to the Second Hoover Commission’s recommendations, most of which have 
been collecting cobwebs in Congress since 1955. These recommendations are 
based on the findings of 19 research committees or “task forces.” They found 
shocking waste and confusion, mushrooming size and cost in our Federal Govern- 
ment. Here area few examples * * * 


COOKING CHOW FOR EATERS ONLY CAN SAVE $200 MILLION A YEAR 
Sizable savings 


* * * How practical are these recommendations? Consider a few examples: 
By limiting military cooking to a “head count” of persons present—instead of the 


total complement of ships and posts—the Defense Department can save about 
$200 million a year. * * * 


Mr. Manon. Now I resume the reading: 

It is requested that this information be inserted at the appropriate point in 
the record of my testimony. 

The Commission did recommend that the Department of Defense establish a 
uniform ration for all services with the exception of special services and climates. 
While the other recommendations of the Commission having to do with food and 
clothing have been reported by the Department of Defense as being implemented, 
they have to date taken no action with reference to the recommendation for a 
uniform ration for all services. 

This is signed by Perry M. Shoemaker. 

My object in discussing this was merely to point out that all of these 
proposed savings or suggested savings are not valid and some of the 
propaganda which we get which may be completely beyond the con- 
trol of the Hoover Commission is bad for the country and bad for the 
people and bad for the Congress. That was my only point on that. 

Mr. Brown. May I interrupt long enough to point out, of course, 
that the Commission is no longer in existence ? 

Mr. Manon. No. 

Mr. Brown. And I think the fallacy in the gentleman’s argument— 
and he is a very clever barrister, may I say that—pleader for his cause. 

Mr. Manon. I hope it is 

Mr. Brown. I mean that in a good way, able—that you are able, 
let’s put it that way. 

Mr. Manon. All right. 

Mr. Brown. The gentleman made a statement here the other day 
that was an old, old story among those of us who studied law, George, 
as you know, about if you have a bad case, give the other lawyer the 
devil if the evidence is against you. I want to point out for your con- 
sideration and the consideration of the committee that, of course, the 
subject upon which we embarked here, and the purpose of the gentle- 
man from Texas being before the committee was to oppose legislation 
based upon a recommendation of the Hoover Commission for an ac- 
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crued expenditure budget. So he immediately first takes up—I am 
making my argument as a lawyer, I was in law, too, for awhile. 

Mr: Manon. May I interrupt 

Mr. Brown. Wait just a minute. You told that story, you know, 
about giving the other side the devil. So immediately you quoted some 
person or other who had written you a letter from Texas or Wisconsin, 
or somewhere else, and immediately that was the Hoover Commission, 
by inference, or somebody else, mistreating these poor Government 
agencies. Was that a good argument why we shouldn’t have this kind 
of a budget ? 

Then you go on to a story written by a Member of Congress, and a 
very fine person, in this newspaper magazine, which was evidently 
based on information obtained from somewhere. But there are a lot 
of articles and a lot of stories written, and even some statements, 
speeches and articles by some Members of Congress that are not always 
exactly factual. I don’t think that by going around the circuitous 
route of first saying: Well, now, these claims of the Hoover Commis- 
sion, are the reasons we ought not to have accrued expenditure budgets, 
because somebody made an error in his statements, or somebody claimed 
too much or too little, or this and that. 

The question before this committee, and I hope it comes before the 
full Congress, is whether or not we are going to have any reforms in 
budgets that are submitted to us; whether we can start onto some new 
system of a budgeting that may be better than the one we have. 

I think all of us appreciate the weaknesses in the present budget sys- 
tem, and the real issue is whether the new budget system provided in 
this legislation, or suggested in this legislation, if made effective, will 
be helpful or harmful, and whether or not we should embark upon it. 

Of course, my good friend, he and I talk many times like this while 
we are riding along to Capitol Hill and we often have our disputes. 
He has been wise enough—and I say that as a compliment—and able 
enough, of course, to switch the subject off on a discussion such as we 
have had here of whether somebody’s article about the Hoover Com- 
mission was correct or incorrect. Perhaps, knowing me as he does, he 
says to himself: Well, I will put a little burr under the saddle for 
my friend Brown so we will get completely off the issue that is before 
the court. [ Laughter. ] 

By that time he may have this jury so confused that it won’t know 
what to do about this bill. I think it is fine to go into all this, but I want 
to remind Mr. Mahon of one thing: that this committee did find a lot of 
funny things going on in the Defense Establishments in connection 
with food. 

We even reached the peculiar place in our hearing where one of 
the secretaries of one of the armed services appeared and denounced 
the Hoover Commission’s report and recommendations, as well as the 
task force, which brought the material from the Department into the 
committee room and proved to us and to him that it, the task force, 
was right. Then we submarined this great leader of our National 
Defense Establishment by producing and putting into the record a 
letter written by his under secretary months and months before, thank- 
ing the Hoover Commission task force for calling such discrepancies 
to the Department’s attention, and advising that he had immediately 
ordered needed reforms, and which had been in effect for some time, 
which evidently the secretary didn’t even know. 
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Of course, he was left speechless and somewhat red in the face at 
that time. 

Chairman Dawson. I remember that incident. 

Mr. Brown. So we know from our own experience, Mr. Chairman, 
as I am sure you know, Mr. Mahon, that there is a lot wrong in the 
way we handle our public business. As far as I am concerned—let 
me finish—and this is said in all friendship and love and affection, 
and all that—to belittle the efforts of the Hoover Commission or of 
any other group of citizens trying to get better and more efficient Gov- 
ernment, and more economy, by quoting two articles or letters, and so 
forth, and soon. I just don’t think it contributes to the goal or find- 
ing the goal that I believe you and I, and every other Member of 
Congress, want to attain; that is, to cut out all waste and extravagance 
that we can, and to get back to a sound basis. 

Chairman Dawson. We have with us the author of one of the —— 

Mr. Manon. I am supposed to be the witness, but others do more 
testifying probably than I do. 

Mr. Brown. I am sure you run your committee; and, as long as I 
am on this committee, I am going to look after this side of the ‘table, 
don’t you worry about that. Let that be understood clearly. 
| Laughter. ] 

Mr. Manon. May I proceed? 

Mr. Brown. Go ahead. 

Mr. Manon. The record of yesterday, which will speak for itself, will 
indicate that I talked for about 30 minutes when I first appeared before 
before the committee, solely about the accrued expenditure budget. I 
did use a reference in saying that in approaching these problems | I did 
it without emotion and I used a little reference. But generally speaking 
I think the record will show I talked at length about the subject before 
us and said I didn’t think you would save any money by the accrued 
expenditures budget procedure. I think the Hoover Commission, even 
those who know most about the Hoover Commission probably would 
now repudiate, to some extent, that statement in the Hoover Commis- 
sion report, chapter XI, entitled “Savings,” which says the following: 

Our task force states in regard to the savings which would result if its recom- 
mendations were adopted: 

The benefits which would result from improved financial management— 


and I assume mostly through accrued expenditure procedures, but I 
am not positive because I haven’t recently read all the provisions. I 
am quoting again, and I will begin again: 

The benefits which would result from improved financial management cannot 
be calculated with any degree of precision but we believe the resultant dollar 
savings could reasonably be expected to amount to $4 billion, which is approxi- 
mately 814 percent of the controllable budget expenditures. 

Now that is a statement which I challenged yesterday and which I 
challenge today, if you apply it principally, as I understand it has 
been applied, to the accrued expenditure basis. I believe we have al- 
ready reduced defense appropriations in previous years by billions of 
dollars because we don’t believe they operate as efficiently as they 
should. We think there is much room for improvement in manage- 
ment. I believe if we had real unification, rather than the Armed 
Forces being so extremely jealous of each other and carrying on a pro- 
gram of such rivalry, I think we could save a lot of money. I think 
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if President Eisenhower, the great military leader that he was and is, 
if he could have gone into that Defense Department, knocked heads 
together and gotten real unification, we could have saved billions of 
dollars. I still hope that can be achieved. 

Now I would like to say further that I mean in no way to disparage 
or belittle. I am saying that false claims, exaggerated claims hurt the 
cause of the Hoover Commission, and I am trying to puncture the 
exaggerated claims, either made by the Commission or others, that 
have come to my attention. That was my only interest. 

I believe that the Hoover Commission has stirred up a lot of interest 
among the people. I think it has done a lot of good, I think we have 
made some savings and I think we will make some other savings. So 
to say that we cannot criticize, we cannot surrender our democracy— 
there are countries where people can’t criticize—but constructive crit- 
icism is good, in my judgment, even for the Hoover Commission. 

Now Tra to read Chapter XIII: Separate Statements of Com- 
missioners. This, as I understand it, has to do with accrued expendi- 
tures. There is a statement by Commissioner Clarence J. Brown: 


I cannot fully accept recommendation No. 7— 
that is accrued expenditures, I understand— 


to convert the congressional appropriations structure to an estimated annual 
accrued expenditures basis. This is a radical departure from a longstanding 
fiscal policy which would require widespread changes in our entire appropria- 
tions process. I am therefore unwilling to give it a blanket endorsement without 
the benefit of further study by appropriate committees of the Congress. 


CLARENCE J. BROWN, Commissioner. 


I think that was a wise and proper attitude, and as the gentleman 
from Ohio has not been able to swallow this thing, which proposes to 
save $4 billion, without further study and investigation, I have the 
same feeling. 

Mr. Brown. Now, Mr. Chairman, because my name was mentioned. 
let me point out that I did not say the plan wouldn’t work, but what 
I said was it had to be studied by the appropriate committees of the 
Congress, so may I point out to the gentleman that exactly in line with 
what I urged in that report, the Commission recommendation is now 
being studied by all appropriate committees of the Congress. 

So, please, George, don’t try to twist things around to indicate I 
opposed the whole proposal. 

Mr. Manon. But, please, I have just read it. I have just read it— 
that is all I did, was read it. 

Mr. Brown. I know. By inference you said differently and specifi- 
eally you said I have “not been able to swallow this thing.” 

Mr. Manon. It speaks for itself. 

Mr. Brown. It certainly does. 

Mr. Manon. Yes. 

Mr. Brown. And the inference placed upon it in your closing—— 

Mr. Manon. Inference? 

Mr. Brown. Yes, the statement that you made—and the record will 
disclose that—indicates your belief I was opposed to the whole idea. 
Instead, I was pointing out in my statement that I wanted the whole 
problem studied by the appropriate committee of Congress, and I 
think the chairman will bear me out in saying that I was one of those 
who urged that we give study to this problem. That is what we are 
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trying to get here, Mr. Mahon, some information, not about the dis- 
crepancies and deficiencies of the Hoover Commission, but as to what 
is right or what is wrong with this plan, and these pending bills. 

Mr. Manon. I applaud this statement. I think it was well con- 
sidered. It showed good judgment, the characteristic good judgment 
of the gentleman from Ohio. I am not complaining about it at all. 
That is what we all should say about 

Mr. Brown. It shouldn’t be implied, as a result of that added state- 
ment of mine, because I said that the Congress should study this prob- 
lem, and there were questions involved in this, great change and all this 
and that, that I was opposed to the idea, or I thought it was foolish, 
or anything of that sort. 

Mr. Manon. The gentleman in the document doesn’t say that later 
on he might not champion this thing. 

Mr. Brown. Certainly not, I want that clear. 

Mr. Manon. I think it is clear. 

Mr. Brown. I also wanted it studied up here by congressional 
experts. 

Mr. Manon. Certainly, I think it is proper. I said all I know to 
say yesterday on this accrued expenditure basis. I have nothing more 
to say. 

Chairman Dawson. I want Mr. Rogers to ask some questions. He 
is the author of one of these bills, he sat through all the hearings, and 
he is very interested. 

Do you have any questions ? 

Mr. Manon. If the report made from the Committee on Appro- 
priations was not placed in the record yesterday I would like 

Chairman Dawson. It was yesterday. 


FURTHER STATEMENT OF HON. PAUL G. ROGERS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Rogers. Thank you, Mr. Chairman, I appreciate your courtesy 
in allowing me to ask just a few questions. Certainly I join with the 
members of this committee in the high regard for Mr. Mahon. I 
guess I even had an inherited high regard for Mr. Mahon because 
of my father, who was here before me. So his opposition to this plan 
has disturbed me a great deal, because I have spent a great deal of time 
trying to study this proposal which T think has a great deal of merit. 
Of course, too, because the committee that looked into this situation 
was formed by Congress and it was at the insistence of Congress that 
they make some suggestions; that the Comptroller General of the 
United States has endorsed this, his thinking it would be helpful to 
the Appropriations Committee and to this Congress. 

Mr. Brown. Arm of the Congress. 

Mr. Rocers. That the Secretary of the Treasury, the chief fiscal 
officer, perhaps, of the administration has approved it. Also the Direc- 
tor of the Budget has approved it. The President, himself, probably 
because of the recommendations of these fiscal officers, has also asked 
for consideration and approval of this proposal in two of his messages 
this year. 
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I might add that 50 members of the other body have thought enough 
of it to introduce this same legislation. So it, I think, has some merit, 
and I am sure that the Congressman from Texas, as he always does, 
keeps an open mind. And if it can be shown to him that this perhaps 
could be helpful in some way to his committee and to the Congress, 
that he would be willing to give it his favorable consideration. 

Now as I understand from your testimony, Mr. Mahon, the chief ob- 
jection you see to it is, first of all, you think it might lead to even 
greater appropriations by the Congress and therefore no savings? 

Mr. Manon. Greater expenditures and greater appropriations. 

Mr. Rocers. Yes. And secondly, that you don’t really see how it 
could bring about any savings if it were put into effect. So those are 
the two main criticisms, as I see from your testimony ? 

Mr. Manon. And it would tend to withhold from Congress and the 
American public the true status of the commitments of the Gov- 
ernment. 

Mr. Rocers. The commitments of the Government ? 

Mr. Manon. Yes. In other words, my point on that was if the 
President brings in a $72 billion budget and he puts it all in there, and 
that is what we do generally, we obligate ourselves to it at that time, 
that I think it is more shocking. It has been wonderful how the 
American people have been shocked by this $72 billion budget. But if 
he had submitted a budget of $15 billion less and said this other is just 
new bookeeping procedure through contract authority, they wouldn’t 
be nearly so shocked. So let’s shock them with the cold facts. 

Mr. Rocrrs. Yes. Now under the present setup, actually the budget 
that has been submitted of approximately $72 billion does not even 
give the true picture of what we will spend in that fiscal year, does it? 

Mr. Manon. Yes. The budget is very voluminous, something over 
1,100 pages, and it gives a very complete picture, insofar as I know, 
of the expenditure budget, appropriation budget, history of pre- 
vious 

Mr. Rocers. May I just ask 

Mr. Manon. Well, it is considerably 

Mr. Rocers. Actually, the expenditures for that year, according to 
the Director of the Budget, will probably be $87 billion ? 

Mr. Manon. Yes, that isshown in the budget. 

Mr. Rocers. So the people don’t realize that, actually, do they, be- 
cause they keep talking about $72 billion budget, don’t they ? ) 

Mr. Manon. Well, that is 

Mr. Rocers. We get that from the papers, don’t we? 

Mr. Manon. We get it from the budget, too. 

Mr. Rocers. What I mean is, everything I see in the paper, be- 
cause of the budget being submitted, is about $72 billion; isn’t it? 

Mr. Manon. Yes, that is right, but we can’t control the press 

Mr. Rogers. Actually it is $87 billion, isn’t it ? 

















Mr. Manon. Yes, as pointed out in the budget, that is where we 
got that from the budget report. 

Mr. Rocrrs. We have given the people the wrong impression. 

Mr. Manon. We haven’t. President Eisenhower hasn’t, and we 
haven’t. Ifthe papers fail to print what the President said and what 
we said and what you developed in the committee, that is the papers’ 
fault. Wecan’t help that. 
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Mr. Rocers. The point I was making is what the paper said about 
some of these savings may have been developed from, maybe, not 
facts just as the present budget 

Mr. Manon. But you don’t by any means concede you could save $4 
billion a year by changing the bookkeeping methods, do you? 

Mr. Rogers. I think it has been shown, Mr. Mahon, in business, 
when they have put in an accrued expenditure budget, in many in- 
stances—and they have experienced men who have dealt with it—that 
when they have gone into an accrued expenditures basis, where they 
have better management—that is what it is supposed to bring about— 
that they have been able to make this percentage of savings. So from 
an experience, from businesses actually putting this system into effect, 
they have been able to bring an experience of savings. 

Mr. Manon. But the point is, does my friend from Florida think 
that there is any validity at all to the claim that we could save $4 
billion a year by adopting the accrued expenditures budget ? 

Mr. Rogers. I think there is good basis for that claim. 

Mr. Manon. For the $4 billion claim ? 

Mr. Rogers. I don’t know if we could actually make $4 billion sav- 
ings at any one time. 

Mr. Manon. $2 billion ? 

Mr. Rogers. Very likely. 

Mr. Manon. Mr. Brundage, the Director of the Budget, wouldn’t 
say that, and he isa prominent accountant. 

Mr. Rocers. We are just basing it on what they have been able to 
do in business. Is there any reason why we can’t, with some good 
management—— 

Mr. Manon. Nobody will now—nobody in authority now in the 
United States Government, that I understand, is willing to stand up 
and say that you could probably save $4 billion by adopting this proce- 
dure. And I would like for it to be inserted in the record at this point, 
if there is any recent statement from anybody in the Eisenhower ad- 
ministration who would say that we could save $4 billion, or anything 
approaching that, by adopting this procedure. oo 

Mr. Rogers. I don’t think there is any point—it would be a differ- 
ence of opinion anyhow—I don’t think there is any point in getting 
into a discussion on that. 

Mr. Manon. Will you let me contrast the differences? 

Mr. Rocers. All right. 

Mr. Manon. In private business, if you were working on a big 

project, and you have a breakthrough, a period of good weather, sup- 
pose we are building in Alaska, building a DEW line in the far north, 
the radar fence, so to speak, and you have a long string of unexpected 
good weather, you spend more, you do more, you obligate more than 
you had thought you might be able to obligate. 
' Tf you tie down, through the Congress, the appropriation for this 
item on the basis of reasonable weather based upon accountants and 
analysts, and others, when you want all this done anyway, you are not 
going to save any money by slowing it down, you are going to lose 
money by that. 

But let’s say you get going on this thing and you have to stop and 
spin your wheels while you wait. Private business wouldn’t have to 
do that. They pick up a phone and say: “Hey, Bill, you know at the 
meeting of the board yesterday we agreed to so and so. Next week 
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when we meet again, or this afternoon, we had better get together 
and we will up the expenditure budget for this year.” 

Business can do that, but Congress is not always in session and it 

takes weeks and months to pass a bill through Congress anyway. 
__ Mr. Rocers. There is a provision in this law where if that happens, 
it can be taken care of anyway. As a matter of fact, supposing the 
appropriation that they estimate that you have given them isn’t suffi- 
cient to carry on the project anyhow; what would they do? 

Mr. Manon. They will just havetoslowdown. — 

Mr. Rogers. They could come back to Congress. 

Mr. Manon. There would be waste and a slowdown of maybe 2 or 
3 months. 

Mr. Roerrs. Is that under the present system ? 

Mr. Manon. Well, under the present system on these no-year appro- 
priations, they have a longer period of time. In most instances we 
appropriate the full amount for the item at the outset. You propose 
that we appropriate only that amount which would be used or “ac- 
crued” in that year. 

Mr. Rocers. That is right. But suppose they run out of money ? 

Mr. Manon. If you appropriate for the whole project, they wouldn’t 
run out of it. 

Mr. Rocsrs. If their estimate is correct. 

Mr. Manon. They wouldn’t run out of it at the end of each fiscal 
year. They wouldn’t have to check at the end of each fiscal year on 
that angle. Now, bear in mind this, that there are defense establish- 
ments all over this big, round world, hundreds of them, hundreds of 
them in the continental United States, hundreds of them outside the 
United States. Now, if you have an expenditure figure that they 
must meet on June 30 of each year you have just got to have monetary 
notice from all of these stations. 

I noticed yesterday the Air Force is asking for communications 
over $100 million. I don’t know how much additional money it would 
take for communications of one kind or another to be sure that 
you had that information just right and that you didn’t go over that 
line on expenditures all over the world. 

Mr. Rogers. As a matter of fact, we are not even sure now, are we? 
It is just an estimate, as far as that goes. 

Mr. Manon. Well, it isn’t as important now as it would be. If you 
want a project, if you want to build a house and you are going to build 
one room and pay for that, and you can’t build the next room until you 
get clearance on the additional funds, and the next room, and so forth, 
that is a problem here that is involved, as I see it now. The Defense 
Department, by the 20th of each month, knows pretty well what the 
obligations and expenditures were in the previous month. They are 
about 20 days behind in knowing. There is another angle in this that 
I have thought of and I am sure you have thought of ; I would say more 
often than not Congress does not complete the appropriation bills by 
the beginning of the new fiscal year. 

Now, we normally pass a resolution which enables them to carry on 
their regular functions, but you run into some difficulty there. My 
point is that this adds more redtape, more regimentation, more delay, 
more accountants, more communications, more complications, which 
in my judgment, would just increase the cost of government, and we 
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don’t want, in the name of trying to decrease the cost of government, 
to increase it. That is my sincere feeling. I may be wrong. 

Mr. Rocers. I am sure you are very sincere, and I know you have 
given it great thought; that is why I certainly respect the views you 
have expressed. 

Now, I do think there are points to be considered. For instance, 
on your backlog of funds which we have, and probably the Defense 
Department, the Department which has the greatest backlog of 
funds—— 

Mr. Brown. $37 billion. 

Mr. Rocers. $37 billion is the figure I believe you gave us yesterday, 
or has been given to the committee. 

Now, I think, overall, it totals about $70 million. Now, we admit 
that we still have some control over those funds. If Congress wanted 
to, they could cut them off right today, that is true. But, however, we 
do not have a yearly check on those funds by pl: 

Mr. Manon. Oh, yes. 

Mr. Rogers (continuing). The burden on the departments of Gov- 
ernment to come to tell us, your committee, actually what they have 
done each year. 

Mr. Manon. They do it by the month. It is available by the month, 
by the 20th of each month. It is done by the year. We have voluminous 
data, voluminous statistics that are developed in the hearings. We 
don’t lack for information. 

Mr. Rocers. But, in effect, is not the burden placed on your com- 
mittee to ask questions on these, rather than having it presented in an 
annual budget ? 

Mr. Manon. It is in the budget, of course, the information they 
have. Itisright there. 

Mr. Rogers. That is true. If you ask questions about it, you can 
get it, 

Mr. Marion. We ask questions; we should, that is our duty. That 
is the way we get a good part of our information, not only on what 
the agency has been doing, but also what it proposes to do with new 
funds being requested. 

Mr. Rocers. I don’t deny that, and certainly you will continue to 

ask questions. But the main burden under the preoenit system is 
pl: wced on you in your committee to ask questions 

Mr. Manon. It follows as night follows the day; these people, who 
come up there and testify for days and days have all that information; 
they present it to the committee. There is no problem of getting the 
information as to the balances, the unexpended balances, the unobli- 

gated balances, what has been done with the money, the progress re- 
port on how many planes, for example, have been delivered, how many 
contracts are firm. The information is so voluminous there is not a 
Member of Congress who could possibly, by reading 24 hours a day, 
keep up with it. 

Mr. Rocers. I see. And you feel, even though we have these 
tremendous backlogs of funds, th at from your quick ‘look at the budget 
we can tell exactly what is going to be spent this year out of those 
funds? 

Mr. Manton. You can’t tell exactly what is going to be spent out of 
any system, but you can tell approximately. 








200 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


Mr. Rogers. You could on an annual accrued expenditures basis? 

Mr. Manon. No. Do youthink,if you are running, say, 1,000 stores, 
a big chain, and you were up to the June 30 deadli 
spend so much, understand—do you think you could control expendi- 
tures in each one of those stores so they would come out just even at 

the end of the fiscal year? It would be utterly impossible. So you 
don’t know—if you are running a big business or if you are running the 
United States Government—you can't calculate this with precision, 
with precise accuracy. You just do the best you can. 

Mr. Rocers. That is the point, that this would be an aid to you to 
get more and additional facts to give us better management. 

Mr. Manon. They already tell us how much they expect to spend 
out of the appropriations. 

Mr, Rocers. We can’t find the actual expenditures, really, out of the 
backlog funds this yea1 

Mr. Mauon. It is all in the budget. 

Mr. Rocrrs. To the extent you could under the accrued expendi- 
ture basis. 

Mr. Manon. It isin the budget. It is long and difficult, but if any- 
one would spend days and days with it, he would find the information. 

Mr. Rocers. You admitted, I believe, i in your testimony it is a good 
idea to have the budget checked quarterly on these expenditures, I be- 
lieve you said ? 

Mr. Manon. No, that wasn’t the point at all. We were talking 
ubout the apportionment of funds. 

Mr. Rocrrs. Yes, how they are spent by the departments. 

Mr. Manon. Yes. We were talking about the apportionment of 
funds to the departments quarterly. 

Mr. Rogers. That is right. 

Mr. Manon. Yes. 

Mr. Rocers. And that there is a check—— 

Mr. Manon. And I agreed and I think the gentleman would agree 
that it is all right for the Bureau of the Budget, as an arm of the Presi- 
dent, to ride herd over these agencies; it is a se thing. It might be 
that we could beef up that procedure a little; I don’t know. 

Mr. Rogers. But you don’t think it would be good for the Congress 
to have a systematic check as would be brought about by this basis? 

Mr. Manon. We could check every day of the week if we want to; 
there is no limitation. 

Mr. Rogers. But. the burden is on us to do it, is it not? 

Mr. Manon. Yes, let’s assume our burden. 

Mr. Rocers. Don't you think the department should have any re- 
sponsibility to give us the information without our even having to 
ask for it? 

Mr. Manon. Yes, to supply it. If we write them a letter and say: 
“Please supply it weekly or quarterly or daily to the committee or to 
the Congress,” we can get the information. 

Mr. Rocers. You just don’t want it handed to us? 

Mr. Manon. When they have the information, generally speaking, 
they will give it to you. They have to, because you have the big stick 
over their heads, because they come back to Congress wanting legisla- 
tion from the legislative committees, and they want appropriations, 
so they are quite servile, I might say, when it comes to cooperating 
with Congress. They are very respectful of Congress. 
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Mr. Rogers. I am sure of that. I am glad to know that you feel 
that Congress wants that information. But the point I was trying 
to make is that we could be assured that the departments would give 
us all this information without the committee even having to go and 

take the time of saying “You get it and then bring it to us”? 

Mr. Manon. They bring it 

Mr. Rocers. It would be systematically presented to us. 

Mr. Manon. Hearings are in progress in the Capitol now. 

Mr. Rogers. You would not have it in the same detail ? 

Mr. Manon. We have it in abundant detail. 

Mr. Rocrers. If you keep asking questions. 

Mr. Manion. You don’t havetoask. It is all there, generally speak- 
ing. But you just can’t have it in your vest pocket, it is too volu- 
minous. 

Mr. Rocers. Take an example of the Navy planes that we went 
into. If we had had an accrued expenditures basis—you recall the 
situation that this committee looked into, and also a Senate commit- 
tee under the leadership of the majority leader at that time—it was a 
program that they wanted to build jet planes, they had one company 
build the body and one company build the engine. 

Mr. Manon. Are you talking about McDonald? 

Mr. Rogers. Yes; and Westinghouse. Then, of course, when they 
put them together there wasn’t enough thrust in the engine to get the 
plane off the ; ground, 

Mr. Manon. Yes. 

Mr. Rocers. Under this accrued expenditure budget, here is what 
would have happened, sir: You would have appropriated enough 
money to have been spent in 1 year, that they could have estimated, they 
could have actually spent, and you would have given them w hatever 
contract authority they estimated would be necessary. But at the end 
of that first year, or at the end of the second year and at the end of the 
third year, and right on, the department would have had the burden 
to come to this Congress, ‘come to your committee, or whatever commit- 
tee it was necessary to go to, and present the facts as to what had hap- 
pened ; also performance reports. 

What we had gotten for our money, was the plane working—and it 
would have given you and your committee an opportunity to have 
decided at the end of the first year, or at the end of the second year 
whether the program was progressing properly, whether they had 
proper performance or whether that should be held up a little bit or 
whether we should have gone into some other plan. 

Mr. Manon. Yes. We must not sell Congress short on its power. 
Congress has vast power over the departments. 

Mr. Rocers. If we will use it, granted. 

Mr. Manon. All we have got to do under the existing situation is 
to just use our power. Now, the McDonald fiasco, which grew out of a 
crash program, incident to the Korean war, to try to get planes faster, 
was an error of management. All the laws in the world couldn’t have 
prevented that. If you had the accrued expenditure basis, you would 
have had the contract authorization there. If you had the cash, it is 
the same. In either case you could cancel the contract authorization or 
you could withhold the cash. 

Mr. Rogers. But we didn’t know about it. It would have been com- 
pulsory on the Department to have advised this Congress what was 
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happening to that program, which they don’t have to do now, unless 
you ask them. 

Mr. Manon. Wecan ask them. 

Mr. Rocers. That is right, sir. 

Mr. Manon. We can ask them, Just ask them one blanket question, 
this year, and again next year, present every pertinent fact as to every 
program that you have under operation, the status of the program, how 
well it is working, and the like. Please do that. That is just about 
the simplest thing. But the answer is complicated. 

Mr. Rocers. And that is what we are trying to get with this—— 

Mr. Manon. And the Defense Department jumps through the hoop 
when you ask them for information. I concede there is a lot of waste 
and mismanagement, but it is not a matter of bookkeeping, it is a 
matter of men doing a faulty job of running these programs. 

Mr. Rocers. Yes, sir, I agree with you; that is true. 

Mr. Manon. Yes. 

Mr. Rocers. But your accounting method will help the Congress to 
be aware of the type management. 

Mr. Manon. How would it? 

Mr. Rogers. By giving us the facts on performance. 

Mr. Manon. We have the facts of performance, 

Mr. Rocrrs. We had them too late in that case, sir. 

Mr. Manon. We have them available all the time. They found out 
it wouldn’t work; we couldn’t have found out any sooner that it 
wouldn’t work, could we? 

Mr. Rocrrs. We certainly could, if we had this very budget. 

Mr. Manon. How could we? 

Mr. Rocers. Because we would have had a performance report. 

Mr. Manon. We have one 

Mr. Rogers. Last year, sir, you know the Congress passed a law 
saying that we want the governmental departments to go on this ac- 
crual basis, we want them to put in cost accounting where they will 
have to know what their inventories are? 

Mr. Manon. Sure. 

Mr. Rocers. And the gentleman, I am sure, was for that, as well as 
the accrual system for the departments. They are now moving into 
that, because it was felt it would give better management. Now, if all 
our departments are being placed on that system in order for us in the 
Congress to benefit from that, is it not logical that we should try to 
use that means at hand to benefit and bring better management? For 
instance, what we do now under the appropriations system is not only 
do we give them contract authority, and we all seem to be afraid of 
contract authority, but we give them contract authority right now, and 
every bit of the money they estimate they are going to need to pay 
for that contract, and just as your example in the house—you say a 
man builds a house on the installment plan, going to build so much— 
well, not only do we go ahead and say: “Contractor, now, you build 
that house,” but “Here is a signed check for every bit of the money 
you are going to use.” 

Now, the point we are trying to make 

Mr. Manon. We don’t give the signed check. 

Mr. Rocers. We have given it to the department to spend. 
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Mr. Manon. The departments must run these programs, and if you 
want to buy programs, you have got to give them the money. But,these 
people who do the work for the Government don’t do the work and 
they don’t get paid until this vast army of accountants—and this looks 
like an accountants’ bill, more or less—until they have had time to go 
through all of these kinds of things, and then they are paid. 

Now, I don’t know any better way than doing it that way. 

Mr. Rogers. Yes. The point you are making is that in the depart- 
ments they use this system, but you don’t want for Congress to check 
on the department to see how it is spending it; is that it ? 

Mr. Manon. Let’s check every day, let’s have every committee in 
Congress that has the time to check with every department, let’s let 
the Operations Committee, all committees, do the checking. We have 
our investigators working this very day, you have yours, they don’t 
deny us the information. So let’s continue to check and ride herd as 
best we can. But I am merely saying that I don’t see any good, any 
substantial good—my opinion may not be very sound. 

Mr. Rocers. Yes; it is. 

Mr. Manon (continuing). Any substantial good in this accrued 
expenditures budget idea. I think it will mislead and call for addi- 
tional employees and additional redtape and increase the expendi- 
tures of the Government. 

Mr. Rocrrs. You would be willing to have the information fur- 
nished by this system ? 

Mr. Manon. Not only willing—we have it generally. 

Mr. Rogers. In other words, you think that the information is neces- 
sary for Congress? 

Mr. Manon. We ought to have all information in regard to these 
programs. 

Mr. Rogers. Fine. And any system that would help to give you—— 

Mr. Manon. I have never yet asked Secretary Wilson, or any of 
these people in the Defense Department, or budget officers, to supply 
information that they haven’t supplied. It is amazing that we think 
that we can’t get information. We are not that weak; let’s don’t 
sell ourselves short. 

Mr. Rogers. Yes, but it is not always so that the department comes 
over, sir, and says, before you even ask for it, here is what is happening 
in each of these programs. 

Mr. Manion. They come over, they want to talk to you in the halls 
and everywhere else to tell you about this and tell you about that. 
They came up the day before yesterday and they said, in order to 
keep these air defense airplanes hot, you have got to have an electric 
wiring out to these alert airplanes, the fighter aircraft that would 
intercept an oncoming bomber. It is said you have got to have power 
out there, at so many stations; it is going to cost so much at one station 
and so much at others. 

They come in and give us all these reports. They must depend upon 
the Congress and they work with the Congress, and if they volunteer 
information, we have got to have—if they don’t, we get it. There is 
no difficulty in getting information. 

Mr. Rogers. May I ask this, sir: I don’t think we are far apart at 
all here on our agreement about the information; however we get it, 
91064—57——14 
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we need the information, we want it, whatever system would give it 
to us. 

Now, the Defense Department has gone on record as favoring this 
in their testimony, for instance, before the Senate committee, before 
this committee last year. In effect, they said that they favored this. 

Mr. Manon. Maybe they seek freer spending. 

Mr. Rocrrs. That may be true, sir. 

Mr. Manon. I am not saying that, but I am just planting a little seed 
of doubt which I don’t think is valid. 

Mr. Rogers. That may be true, sir. Now, also it may be that they 
feel that it would be helpful to the Congress; they may have that feel- 
ing, too. I don’t know. 

Mr. Manon. They certainly have undertaken to be helpful to the 
Congress. I may say that one of the top executives in the Defense De- 
partment said to the committee last week that, in his judgment, this 
accrued expenditure thing was unsound, wholly unsound. And he is 
the most important man in the Pentagon in the field of accounting and 
comptroller activities. 

Mr. Rocers. That was the testimony last year. I haven’t heard them 
this year. 


Mr. Mauon. Maybe this was off the record that he gave us; I don’t 
recall. 

Mr. Rogers. Maybe that helps to crystallize your opposition. 

Mr. Manon. I don’t know. But as you know, the administration in 
the election ran on the Hoover Commission thing, and it was a good 
basis for a political race, and the administration is trying to make a 
big show on this, and I think it is perfectly legitimate to make the 
issue. There are two sides to it. Certainly the Hoover Commission 
has done some good and it will continue to do good. So, naturally 
these administration people know about it and are under some pressure. 

Do you get my point ? 

Mr. Rogers. Yes, sure. 

Mr. Manon. I just wouldn’t be able to be sure. 

Mr. Rogers. May I say this: that certainly this system will give as 
much information as you can get by the burden being assumed by your 
committee to ask for certain things, to ask certain questions ? 

Mr. Manon. The trouble with - this system is not the information 
but the misinformation that would be given to the average Congress- 
man who can’t study these things very closely. The Democratic Con- 
gress could accuse the administration of overspending and could 
make a big showing by cutting the Eisenhower budget by $15 billion 
and substituting contract author ity. But it would be a phony. 

Mr. Rocers. Wouldn’t it 

Mr. Manon. We could substitute contract authority in the fine print, 
but that wouldn’t get us anywhere. That is the reason Mr. Taber, a 
stalwart Republican, who came here long before you and I, is against 
it. It isn’t sound if you want to show the people the real cost of 
government. We need to show the people the real cost of government. 

Mr. Rogers. And this would really do it because it would show per- 
haps an even greater budget than is now, because it would show all 
of your expenses of government, you see, and it would show a budget 
of $87 billion, rather than $72 billion. 








FEDBRAL BUDGETING AND APPROPRIATIONS SYSTEM 205 


Mr. Manon. This is a budget of $87 billion, I hold it in my hand. 
The budget shows all of that. If anyone will read the budget, he will 
find these figures. 

Mr. Rocers. But the President would submit his budget on an ex- 
penditures basis for that 1 year? 

Mr. Manon. The budget not only shows it now, it shows it early in 
the budget. The President’s message, page M—11: “Federal Govern- 
ment receipts and payments to the public, estimated 1958, $85,900,- 
000,000.” We do a disservice to the President when we say it doesn’t 
show it. 

Mr. Rogers. Aren’t we actually deceiving the people by saying we 
are putting in a budget of $72 billion for new expenditures, when ac- 
tually those are not expenditures all to be made in that year? 

Mr. Manon. The budget gives the facts, and if we do our duty, we 
give the facts. Now, we could point out to our constituents 

Mr. Rocers. Don’t some of them go over to the next year? 

Mr. Manon. The $71.8 billion is the spending budget. This thing 
runs up to $85 billion plus because of social-security payments and 
certain other items handled through trust funds. 

Mr. Roeers. Your $72 billion is not going to be just spent there in 
that one fiscal year, is it? 

Mr. Manon. If it is a spending budget, the spending budget will be 
spent in that fiscal year. The appropriation or obligational budget 
will only be about two-thirds spent in the first year. 

Mr. Rogers. So, in effect, you are not giving the American people 
the true picture ? 

Mr. Manon. You are giving them the true picture. You are say- 
ing Congress issued authority to do these new things and the taxpayer 
is going to have to pay these things through the nose. We sugar- 
coat it by saying they are just going to spend so much this year, next 
year they will have everything built in the house but the top, we have 
to put the top on, that comes later. Let’s tell our people what the 
costs of government are. The President’s budget, submitted as it 
was, he chose to submit it that way, I assume, it shows the truth, and 
the truth will make us free, and maybe the truth will bring us some 
real reduction. 

Mr. Rogers. The expenditures basis would show us exactly what 
is being spent each year / 

Mr. Manon. The expenditure basis here in this budget shows exact- 
ly what is being spent each year. It shows what is carried over from 
previous years, what total obligations are. 

Mr. Rogers. From this appropriation you say it will be spent—— 

Mr. Manon. If we will spend as much time in reading the budget 
and learning what the facts are, rather than talking about it—the best 
way to find out what is in the Bible is to read it—the best way to find 
out about the budget is to stay awake these long hours and read it. 
It isn’t fun. 

Mr. Brown. That applies to these bills before us here. 

Mr. Manon. Yes. 

Mr. Brown. Have you read them before you came here-—— 

Mr. Manon. I read the bill by Mr. Rogers. I don’t read all the 
bills pending in Congress. I just came over here to testify on the 
accrued expenditure budget proposal. 
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Mr. Brown. The other day you told me, in answer to one of my 
questions, that you hadn’t read this measure yet. 

Mr. Manon. I don’t recall whether I said I had or I had not. I 
am somewhat familiar with the proposition, however. 

Mr. Rocers. Anyhow, I think we are agreed that we do want the 
information from the departments. Now, which is the best way to get 
it as a matter of opinion. Now, the second point which I think you 
made, which I think has some validity, is the fact that we might be 
inclined, the Congress might, to go into programs if they didn’t know 
the total amount. Now, I think that can be overcome and should be 
mainly by action in the Appropriations Committee, because before 
the committee asks the Congress to vote any money, it has a recom- 
mendation of that committee, and if the facts are brought out that an 
expenditure of $1 million this year carries an obligation of a program 
of $100 million, then I think the Congress can be relied on to act 
accordingly. 

In fact, yesterday we have a very good example of that. There was 
a request for appropriation there of $200,000, but Members got up on 
the floor and advised the membership that it would probably result 
in a program expending $2 million to $214 million or $3 million, and 
as a result 

Mr. Manon. You mean billion? 

Mr. Rogers. Million—just a small one, even. And as a result, the 
Congress turned that down, yesterday. 

Mr. Manon. That is the point where I would like for the gentleman 
to pause. 

Mr. Rocers. All right, sir. 

Mr. Manon. You see, it took a lot of argument and a tidal wave for 
economy to cause the Congress to really take note of this situation, 
and you would have that kind of a situation under the accrued ex- 
penditure budget on many of these things. Here it would seem rela- 
tively unimportant, just $1 million, and you have to fight to make 
that crystal clear to the Congress and to the public. 

But under the present system the general practice is to put all of 
the funds in under the full obligation method. 

Mr. Rogers. Sir, right now you don’t approve any program, 
whether it is to build a warship or what not, unless you approve that 
program, do you? ‘The committee must approve it before you come 
to the Congress and ask the Congress to appropriate for an air car- 
rier? You committee approves it? 

Mr. Manon. Congress approves the authorization for a project. 

Mr. Rocers. Before you would report it out, your committee would 
approve that? If you were going to ask the Congress to appropriate 
$300 million for an aircraft carrier, you certainly wouldn’t report it 
out if you didn’t think it was a good thing ? 

Mr. Manon. The Congress has broad authority in appropriating 
funds for the Department of Defense. 

Mr. Rocers. I was thinking of your committee. 

Mr. Manon. You don’t have to specify in the law every type of 
weapon. 

Mr. Rogers. I am sure you would knock it out of the bill if you 
didn’t feel it wasa justifiable program ? 
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Mr. Mauon. If we felt that way, I would personally favor knock- 
ing it out. 

Mr. Rocers. I have confidence in your committee that they would. 
Why wouldn’t you take that same action under this system where you 
may give contract authority and only spend, say, the amount of money 
in the first year? You wouldn’t approve that entire program unless 
you felt it was justified, at least 1 am sure the committee wouldn’t 
under the same procedure you use now, would you, sir? 

Mr. Manon. We take the best look we can at all projects, whether 
it 1s on an accrued expenditure basis—and we have some now financed 
on a year-to-year basis—or whether it is otherwise. But my point is 
that the better system which keeps us all better informed and keeps 
the books straighter and more understandable is the system which we 
use now, as compared to the accrued expenditure system—— 

Mr. Rogers. Yes, sir. 

Mr. Manon. And the fact that if you don’t have it all right in the 
budget and right out before you is illustrated by some misunderstand- 
ing here about the budget. The papers, at least, talked big about the 
$71.8 billion. That was what caught on. But, actually, it was an 
$86 billion or $85 billion budget, and it was plainly marked, but that 
was more or less in the fine print. That is what you would have in 
the contract authorization: “Oh, they are just appropriating $1 mil- 
lion to begin a project, just $1 million”—that is not much, but the 
ultimate result of the appropriation of that $1 million will be an ap- 
propriation of over $1 billion. This was an actual instance last year. 

Mr. Rogers. Yes, sir. 

Mr. Manon. And if there had been a motion to put $1 billion in, 
it would have been defeated and we would not have started that sort 
of project at this time, which might not have been in the public in- 
terest. 

Mr. Rocers. May I say that your committee certainly would not 
have approved the appropriation of even $1 million if it was not a 
project which the committee felt was justified, would they ? 

Mr. Manon. Even though it might cost $1 billion ? 

Mr. Rocerrs. Yes. 

Mr. Manon. Probably not, but the Congress and the committee— 
it isa lot easier to swallow a gnat than a camel. 

Mr. Rocers. But the point I am making, sir, is if it is a good pro- 
eram, then probably we should have it, even though 

Mr. Manon. There are a lot of good things, that is the trouble with 
us now, there are a lot of good things we could do. But what we 
need to do, as I see to it, is to postpone or sacrifice some of these good 
things—— 

Mr. Rocers. Of course, that is what you do. 

Mr. Manon. And appropriate for those things which are most nec- 
essary. I think the accrued expenditures basis will tend to coax the 
Congress into starting more programs and projects. Just like in- 
stallment buying, if you would stop that—you would probably bring 
on a depression tomorrow—but if you stopped it you would certainly 
stop spending very rapidly, to some extent. If the Government goes 
any more heavily into the installment buying business than it is now, 
heaven help the taxpayer, 
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So I am crusading against installment buying being applied to the 
budget. 

Mr. Rogers. I see what youmean. Actually, you have said, in effect, 
that we have installment buying because we let the departments buy 
that way ? 

Mr. Manon. I am talking about installment buying by the civil- 
ians, the American public. I pointed out yesterday that America 
sought a long time to find a way to help the people “keep up with the 
Joneses.” What they came up with was a perfect answer, which im- 
poverished many families in this country. What I don’t w ant to do is 
to buy, lock, stock and barrel, the installment buying idea in appro- 
priations, because it is a snare and a delusion. I's say ’ let’s don’t start 
the project unless we are sure we are going to have the money to buy 
it, and let’s sign up in clear, forthright terms for the whole cost at 
the outset. 

Mr. Rogers. I agree we must not start the project unless we ap- 
prove of it, unless it is proper. Of course, under the procedure your 
committee would be one of the guiding lights in that ? 

Mr. Manon. Isn’t it much easier 

Mr. Rogers. Congress relies on your judgment. 

Mr. Manon. Isn’t it much easier to approve a $1 million expendi- 
ture than a $100 million expenditure, in cases where the $1 million 
will eventually lead to the $100 million ? 

Mr. Rocers. I don’t think so. If you think it is a good program, 
we approve the program to buy a ship, for instance. 

Mr. Manon. Well, the Appropriations Committee, which would 
principally be affected by this, apparently doesn’t think it is a good 
idea, as has been shown by the report which was adopted by the com- 
mittee. 

Now, the Appropriations Committee has been wrong before, it can 
be wrong this time. 

Mr. Rogers. That is the main objection ? 

Mr. Manon. There are many objections. 

Mr. Rocers. I think that is the main one, as such, wouldn’t you say ¢ 

Mr. Manon. I outlined the major objections yesterday: It would 
withhold the true facts, it would tend to accelerate the flow of misin- 
formation, it would tend to launch us into projects that we probably 
wouldn’t launch into if we really put the money down before we 
started, it would require an army of accountants and analysts, and 
so on, it would move toward that thing which has been described as 
“an accountant’s dream, and the taxpayers nightmare,” I think. 

Mr. Rocers. You think it would require more even though we han- 
dle the same amount of money in actual expenditures? It would give 
us maybe a closer check to require more accountants / 

Mr. Manon. We can check just as close as we have time to check 
now. 

Mr. Rogers. Why would it require more people to check than if we 
have all the checks we need ? 

Mr. Manon. If you have to have everything on these long-range 
projects just on the dot at midnight on June 30, you can’t be over—— 

Mr. Rogers. Don’t we have that now, sir? 
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Mr. Manon. Well, no. If you want 500 B-52’s, you don’t have to 
yatch to see whether they deliver them the last day of June or the first 
day of July. But under this system you would have to be sure you 
didn’t violate the law and be threatened with jail because you had over- 
expended or overobligated just because the item was delivered a day 
earlier. 

Mr. Rocers. That is one of the main points of this, is that it would 
bring a closer check, and that is exactly what we were trying to get 
at, you see. Under this system we would have to know by a certain 
day what was happening to that program, that is part of what we were 
trying to get at. It would give Congress a better control to help de- 
cide, take some of the burden away from you. 

Mr. Manon. The Congress has already committed itself to these 
programs. It is a question of how much money they have spent by 
midnight on June 30. If you are going to have economy, you have 
got to give management certain tools, and you can’t, on a farflung 
around-the-world program, do very well if you tie a knot on mid- 
night, June 30, and don’t have any elasticity there. 

Mr. Rogers. I see what you mean. But I do think if this gives 
departments greater control and a better management picture, which 
the Congress has said it would by passing the law last year, certainly 
it must have some merit, that maybe it perhaps would give Congress 
a better look, too. 

Mr. Manon. I don’t know of any law that we passed last year that 
would apply to this particular point. 

Mr. Rogers. 836. 

Mr. Manon. We are considering now passing a law which would 
adopt for the Government the accrued expenditures basis for appro- 
priations. 

Mr. Rocers. Public Law 863, I believe, last year had that same sys- 
tem to go into—— 

Mr. Manon. I don’t have that law before me and I am not familiar 
with all its provisions. I am talking about this pending bill, and I 
don’t believe, and I don’t think all of the members of this committee 
believe, that this proposal would be in the public interest. 

Mr. Rocers. Thank you, sir. 

Chairman Dawson. There is probably no question before the Ameri- 
can people now that is more important than the one we are trying here 
to find the answer to. Certainly, as an exponent of the system that 
we now have, I don’t think they could find an abler man than you. 
IT am going to ask you, if you will permit me to ask you a few ques- 
tions, through Mr. Stewart, who is chairman of the task force that 
brought in this recommendation. 

Mr. Manon. Yes. 

Chairman Dawson. I want us to have all the information that we 
can possibly get. 

Mr. Stewart, would you like to ask the Congressman some questions 
at this time ? 

Mr. Stewart. I would. 

Chairman Dawson. I have never seen an abler exponent of his side 
than you, and this is a matter that the committee is now open-minded 
about and trying to give all sides an opportunity to be heard. 
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FURTHER STATEMENT OF J. HAROLD STEWART, CHAIRMAN, 
HOOVER COMMISSION TASK FORCE ON BUDGET AND ACCOUNT- 
ING 


Mr. Stewart. Mr. Mahon, I have listened to testimony here several 
days; I was here yesterday when you testified and I was very much 
gratified to find that we had at least an authority from the Appropria- 
tions Committee here speaking. You said yesterday that you didn’t 
think even the President understood the budget. You said nobody 
understood the budget. 

Mr. Manon. Nobody understands fully every detail. I do not be- 
lieve there is a man in the world who can, now, or who ever will be 
able to understand every little item in detail of the budget. 

Mr. Stewart. On that I think we are in complete agreement. The 
budget is a complex document. 

Mr. Manon. Yes. 

Mr. Stewart. Which I think operates pretty much with a cuttlefish 
technique; in other words, the water is so muddy that you can’t see 
the fish through it. So I would like to ask you: If there were a device 
evolved by which the Appropriations Committee, in orderly fashion, 
in some regular fashion which you could hold people to as a matter of 
procedure, if the committee had presented to it a rather complete pic- 
ture of these long-lead-time programs—and that is what we are think- 
ing about particularly here—wouldn’t it be more useful than the pres- 
ent method, under which you have to indulge in a fishing expedition 
for information ? 

You have to use a limited amount of time and a good deal of intel- 
ligence to ferret out of these various appropriation requests the things 
that are important to you and the things that you feel you must deal 
with. 

Now, there is no automatic way under the present system of pre- 
senting to you the agency’s side of the case? 

Mr. Manon. Well, Mr. Stewart, we are now supplied with volumi- 
nous information in regard to the whole program. When an agency 
comes in and shows by charts on the wall and by printed material in 
your hand just exactly how much money they have on hand, just ex- 
actly what that money is to buy, and when they tell you just exactly 
how much they want you to appropriate this year, and when they tell 
you just exactly what they propose to do with it, I don’t see how you 
could say that you don’t have adequate information. 

But under the accrued expenditure basis you would be confused even 
more than necessary because, in addition to their telling you about 
how much money they wanted for these programs which they ask you 
to approve, they would say “We want so much this year, we estimate 
next year we want so much, we estimate the third year on, say, the 
carrier we would want so much,” and you would be so confused. 

And then they would say, “Now, Congressman, we want so much 
money to liquidate prior contract authorization, we want so much 
money in cash for what we will spend this year, we want so much con- 
tract authorization for the coming year,” and you would be so confused 
that you would be much worse off. 

I used to work on a farm; we are simple folk. We say, “Now, 
farmer, you are running this place for me. How much is it going to 
cost you this year?” 





ee | ele Pe te 


i>, et ct wat, 





FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 211 


He says, “Well, I think it will cost us about $5,000, we have to buy 
some seed, we must have some people to weed the crops. We esti- 
mate”—and a budget is nothing but an estimate, as you know, because 
it is in the future, no man can read with complete accuracy the 
future—“‘and I am going to start building a pond or a dam, The Soil 
Conservation says it isa good thing. I don't know when I am going 
to get this dam built. I am going to start it in the summer, but may 
not finish it until the second of January.” 

The owner says, “Don’t kid me, I have got to be prepared to pay it, 
because when you start that dam I have got to pay for it. We can 
use any sort of gobbledegook in our conservation, but it means cash out 
of my pocket, and I want to know.” 

We go out here with the appropriations budget, and we say, “Folks, 
take heed one and all, this is what the actions of Congress at this ses- 
sion are going to cost you. If you don't like it, write your Congress- 
man, tell your Congressman about it.” And if the Congressman 
doesn’t like it, he ought to vote against it or try to modify it some- 
what. Don’t ever believe that some sort of accounting hokus-pokus 
can change the facts of life. 

As I said yesterday, it is just as simple as the ABC’s. I read yester- 
day from the report of the Committee on Appropriations. I reread 
it again : 


No funds whatsoever can be withdrawn from the Treasury save in con- 
sequence of valid authority granted by the Congress to first create an obligation 
in behalf of the Government. That is the beginning point in the budgetary 
process—the point of control—and it is the key to the situation. The most con- 
sistently accurate barometer to future spending levels is the dimension of au- 
thority accorded by the Congress to enter into obligations on behalf of the Gov- 
ernment. Denial of authority to obligate precludes a subsequent expenditure. 
Curtail the input of new appropriations (and other forms of obligating authority ) 
and spending will come down. Grant authority to obligate and the expenditure 
will inevitably follow in due time. Many who advocate changing to the ac- 
crued-expenditure basis of stating appropriations do not seem to fully appreciate 
or recognize this extremely simple truth. 

Mr. Srrwarr. I have read that report, Mr. Mahon. 

Mr. Manon. I thought that part would bear vepetition until it sinks 
in on the Congress and the countr y, that the only way—— 

Mr. Stewart. Let me say this, please. What has led you to believe 
if you do believe it—that the proponents of this bill recommended any 

relaxation, even in the slightest, of the Appropriations Committee’s 
authority to control obligations ? Would you prefer to have this con- 
tracting authority called « obligational authority ? Personally, it makes 
no difference to me. It would then be the same girl in a different dress. 

Supposing we said to you: Now, look, you control obligational au- 
thority. We expect you to continue to do so, because projects will 
have to be presented to you and programs presented to you, and ac- 
cording to your judgment. you either. approve them, modify them, or 
do whatsoever you will. You go right on doing the same thing you 
are doing now because we are going to require that kind of con- 
sideration. 

You have been doing it in the past very effectively and we want you 
tocontinue. You say you can always withdraw obligational authority 
under the present system if you want to; you can also stop the pay- 
ment on a check at a bank if you want to; but if you don’t issue the 
check, initially, you don’t have to stop payment on it. You would 
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be in a much better position. There is much more reluctance to 
rescind something that you have put through the present obligational 
route, in my opinion, than there would be ‘under a system where you 
gave obligational authority with a string on it. 

What is your opinion ? 

Mr. Manon. That is a question of opinion. All morning—today 
and yesterday morning—lI have tried to explain that it is easier to put 
these things through ‘if you don’t really lay the cold obligation on 
the barrelhead at the beginning of the project or program. Then, 
under any system, if you want to stop the project, you can stop it and 
pay your cancellation costs—you always have to pay it—the difference 
would be not too great in either case. 

Another thing that this seems to overlook is that after you have 
given the money to the executive branch, the President or the agencies 
don’t have to spend the money. They can withhold the spending of 
dollars appropriated by Congress, and it is done regularly. So you 
can’t completely rein, under our Constitution, the President and the 
agencies of the Government. We gave them money last year for addi- 
tional aircraft to defend this country, and for additional aireraft— 
long-range intercontinental bombers. They didn’t spend all of that 
money. I think they handled it rather wisely, I will say. But you 
can’t make them spend it and you can’t control by Congress exactly 
what they spend. It is impossible. 

You will agree to that, Mr. Stewart. 

Chairman Dawson. But they did use part of it, didn’t they ? 

Mr. Manon. Yes. 

Chairman Dawson. They didn’t build the airplanes that you had in 
contemplation when you gave them the money, did they? 

Mr. Manon. Some of them—they started. 

Chairman Dawson. In other words, they have a sum of money 
there that is in the bank, that, as far as they are concerned they can 
use on any project other than the one that Congress specifically named ? 

Mr. Manon. No, no. If we give them funds for aircraft and re- 
lated procurement, they can’t go off and buy food for soldiers with it, 
you see. But you under stand, within the framework, they can—just 
like the other day they canceled out on the C-132 and advised Congress 
of that. This heavy cargo plane, and those funds could be rec aptured 
by the Congress or assigned to other programs which they are now 
beginning to launch. 

Chairman Dawson. But the Congress will not assign them; the 
Department does ? 

Mr. Manon. The Congress—in the bill—doesn’t assign these funds 
to specific planes, but the departments do not run afoul, generally, of 
the wishes and demands and instructions of Congress, 

Mr. Stewart. How do you know? 

Mr. Manon. Because each year, Mr. Stewart, we have a statement of 
every deviation they make, and if you will get our hearings and read 
them—which you won’t have time to do, probably—you will find what 
they are. Before they do it, before they make any major change, they 
come to the committee involved and say: “Hey, we told you we were 
going to buy so many missiles of a certain ty pe, but that thing has 
dev eloped bugs and we don’t propose to proceed now. We would like 
to apply some of that to accelerating a similar program which we 
think offers more promise.” 





FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 213 


I don’t think outsiders understand just how a President, be he Demo- 
crat or Republican, through his cabinet officers and members of his 
staff, work with Congress in these matters. There have been some acts 
of bad faith, but that was not a fault of the system; it was a fault of 
men. You always have that. ie. 

Mr. Stewart. You say that you get a report of every deviation ? 

Mr. Manion. Every deviation of any significance. 

Mr. Srewarr. Would you call the aircraft fiasco a deviation of 
significance ? 

Mr. Manon. What are you talking about? 

Mr. Srewarr. The one that you were talking about this morning, 
the McDonald case. 

Mr. Manon. What do you mean, “deviation”? They went out 
and in good faith, apparently, contracted for an airplane body to be 
made by McDonald and for Westinghouse, and big business can be 
relied upon—I think, some of us think the small-business man is being 
enowai out of the picture, but I have great respect for the big-busi- 
ness men of our country. So Westinghouse, a big business institution, 
and a smaller institution building the body—they work on this air- 
plane. It develops that, in spite of all our engineers and scientists, 
they made a mistake on the plane. How would this system affect this 
one way or the other ? 

Chairman Dawson. Where did the responsibility lay in that in- 
stance? Certainly not in the Congress. 

Mr. Manon. That is correct. 

Chairman Dawson. We gave them the money to build airplanes, 
they go out and put the contract for the body one place and an engine 
in another, and then they wouldn’t fit. 

Mr. Manon. That is right. The engine didn’t have sufficient thrust 
to lift up the airplane. But scientists and aeronautical engineers, they 
differ in their fields. We have at Tullahoma, Tenn., the Arnold Engi- 
neering Research Institute. They have these wind tunnels. They 
work on these things. But they occasionally make a miscalculation. 
I make a miscalculation on trying to do a little housework at home, 
trying to fix a screen. These people, despite all these high-powered 
finance analysts, and so forth, make mistakes. I am glad they don’t 
make any more than they do. We beat them over the head and try to 
make them more cautious. 

Mr. Rocers. May I inject just one point there. 

Mr. Stewart. All right. 

Mr. Rogers. Sir, in that particular situation after they had found 
out even the first plane didn’t work they went ahead and produced 60 
bodies. Now, the point we are making is under the annual accrued 
expenditure basis that report would have been the responsibility of 
the Department to have come and revealed that to the Congress and 
you could have decided at the time the first one did not work whether 
you wanted to continue with 60 planes which never worked. 

_ Mr. Manon. Do you charge that we have traiters in the United 
States? 

Mr. Rogers. No, sir. 

Mr. Maxton. Who would go ahead and build and waste, deliberately, 
these funds? . ; 
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Mr. Rogers. No, but the Congress could have made the decision. 

Mr. Manon. I don’t distrust our men in uniform and Secretary 
Wilson to that point. I would like to insert in the record at this 
point the statement of the Department in regard to that particular 
matter. 

Chairman Dawson. We will appreciate it. 

Without objection, that will be done. 


Mr. Roeers. Or the hearings, sir. It might be just as good to put 
those hearings in. 


Chairman Dawson. Very well. 

(The material referred to is as follows :) 

(Nore.—The following appeared in printed hearings of the Com- 
mittee on Appropriations on the Department of Defense appropria- 
tions for 1957, entitled “Procurement Policies and Practices of the 
Department of Defense,” specifically from pages 349 to 353. It 
consists of a statement in a committee staff report on the MacDonnell 
Aircraft Corp. contract and the Navy Department comments thereon. 
Further discussions on this subject are printed in other volumes on 
the Department of Defense appropriations for 1957.) 


REPORT COMMENT 


McDonnell Aircraft Corp., St. Louis, Mo. 


This staff, during its investigation discovered the costly F3H-1 aircraft pro- 
gram during the early part of July 1955. Since the exposé of the McDonnell 
F3H-1 aircraft during the latter part of September 1955, it has been a topic 
of numerous publications and a congressional investigation with subsequent open 
hearings, therefore, only a brief summary of the findings of this staff is set forth. 

The F3H-1 was a proposed high performance jet aircraft on which the Navy 
gambled and lost an estimated $173,300,000 and 5 years. 

The first production contract entered into in March 1951 showed an estimated 
unit price of $200,000. The estimated price was subsequently increased to 
$385,000. It was later increased again to $775,000. The contractor proposed a 
subsequent increase to $1,024,200 per airframe. 

Additional contracts were entered into with Goodyear for 100 planes and 
Temco for 160 planes. Both of these contracts were terminated after costly 
tooling up at the expense of the Government, and an additional contract was 
entered into with McDonnell for 378 planes. McDonnell delivered only a total 
of 58 planes out of the 528 ordered. 

The Navy evaluated the program in January 1955 as follows: 

1. The aircraft will not be a first line, fleet service, all-weather fighter. 

2. The Westinghouse J40-WE-22/22A engine is very undependable and a 
poor performer. 

3. Backfitting of a portion of the F3H-1 aircraft with the J71 Allison 
engine for uSe as a missile chase plane is being considered. A final decision 
was to be dependent on the availability of adequate quantities of a qualified 
J71 engine. 

4. The F3H-1 looks like a fleet liability. 

The F3H-1 aircraft was 1 of 3 different aircraft designed for the incorpora- 
tion of a Government-furnished J40 Westinghouse jet engine. This engine at 
the inception of the airframe production contracts was an unproven engine. The 
Westinghouse J40 engine program is set forth elsewhere in this report. 

Failures and changes in the Westinghouse J40 engine required McDonnell to 
redesign, rework, and retest various sections of the aircraft. Also various and 
sundry engineering defects in the airframe had to be corrected. A complete new 
wing structure had to be designed and installed which necessitated the redesign- 
ing of the aft and center fuselage structures. The Government-furnished radar 
proved to be unsatisfactory and had to be replaced by another model. The fire- 
control system was also unsatisfactory which necessitated the redesigning of the 


airframe nose in order to install an alternate system. All of these changes wasted 
time and skyrocketed: costs. 
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It appeared to some officers that this aircraft was a failure 2 years prior to 
complete termination of the contract; however, Navy policy permitted the con- 
tractor to pile up additional expense while the matter was presumably being con- 
sidered. 

A rear admiral, who was Deputy and Assistant Chief of the Bureau of Aero- 
nautics until his retirement on June 30, 1955, was interviewed on September 28, 
1955, in his new capacity as vice president in charge of procurement of the 
McDonnell Aircraft Corp. He advised that the F3H-—1 is a flyable aircraft and 
that its described underpower is attributed to its characteristics in altitude flight 
over 35,000 feet. 

The chief test pilot of McDonnell Aircraft Corp. was interviewed later in the 
same day and in the presence of the above-mentioned individual. The chief test 
pilot, who had logged 220 hours in test flights on the F3H-1, stated that, in his 
opinion, the aircraft should be permanently grounded and no attempt should be 
made to fly the aircraft in the future. He advised that the F3H-1 would give the 
fleet and McDonnell nothing but trouble. At this point the vice president in 
charge of procurement made a hasty departure from the room. 

To further substantiate the above-mentioned opinion of the McDonnell’s chief 
test pilot, early January 1956 issues of Washington newspapers carried photo- 
graphs of F3H-1 aircraft being towed through the streets of St. Louis en route 
to barges. The aircraft were to be transported to various locations for future 
use in the ground training of personnel. 

Westinghouse Electric Corp. J40 series jet-engine program 

The costly failure of the Westinghouse J40 engine series was included in the 
congressional investigation of the McDonnell Aircraft Corp. F3H-1 aircraft pro- 
gram, The F3H-1 aircraft was but 1 of 3 aircraft production programs affected 
by the J40 engines; therefore, a brief summary of the overall engine program is 
being set forth. 

Contract NOAS 10385 was let to Westinghouse for 231 J40 series jet engines, 
costing $51,586,581. 

A high-ranking Navy civilian employee stated that production was started on 
this engine before research and development completion. The Navy not only went 
into production on an undeveloped engine but also let production contracts on 
three different airframes for use with this engine. The airframe contracts were 
all terminated after considerable cost. 

Westinghouse originally guaranteed certain engine performance which it was 
never able to meet. The engine was derated several times because of reduced 
thrust, increased fuel consumption at all speeds, weight increase, and bulk (size) 
increase. 

The same official stated that a part of the difficulty was lack of know-how by 
Westinghouse and also that they had a bad labor situation. He said investiga- 
tions had been conducted in the Westinghouse plant concerning possible sabotage 
in connection with the engine. 

Extra high cost was incurred because normally research and development costs 
rise until production starts, then it drops off sharply with only research and de- 
velopment cost being incurred to clear up small defects. On this contract, how- 
ever, research and development cost did not drop but continued at high level 
throughout the life of the contract as Westinghouse tried to produce specification 
engines. 

The same official admitted that the engine was a complete failure. Even so, 
the contract was terminated for the convenience of the Government and not for 
default. The last 38 engines were accepted uncompleted at 89 percent of contract 
price, 41 additional engines were completed and accepted at 100 percent of price, 
the only savings being a waiver of complete testing. They have an expected life of 
5 to 6 hours and are permanently grounded. They may be used for experimental 
work by the Bureau of Ships and also in guided missiles. 

When asked why the contract was not terminated for default, high ranking 
officials stated that there would be difficulty in determining the degree of re- 
sponsibility of contractor versus responsibility of the Government; also that 
damage charges incurred by the Government if charged back to the contractor 
would close up the plant and cost the Navy a source of supply. 

Another official stated that they always attempted to terminate for the con- 
venience of the Government with a no-cost settlement as default cases were always 
appealed to the Contract Termination Review Board in the Pentagon and the 
Navy could not win. 
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The Westinghouse Blectrie Corp. had submitted an interim claim under the 
contract in the amount of $352,165 as of August 29, 1955, 


NAVY COMMENT 


The development of modern highly complex airplanes normally extends over 
several years during which time separate companies develop in separate plants, 
new engines and new airplanes. As you will appreciate, the development rates 
of the airframes and engines are not necessarily uniform and under normal con- 
ditions the development of a successful engine is a condition precedent to the 
actual relation of the engine to a particular airframe. 

In the case of the F3H airplane, work on airframe design actually began in 
1948, starting with the XF3H prototype. (The letter “X” is the designator for 
an experimental model aircraft.) This prototype airplane was being engineered 
to accommodate the J40-8 engine then being developed by the Westinghouse 
company. Westinghouse had already developed a successful J40 engine and 
there was every indication that the J40-8 engine would also develop success- 
fully. Westinghouse was also engaged in preliminary studies of an advanced, 
or high thrust, version of this same engine, to be known as the J40—-10. 

The impetus of the Korean situation forced an acceleration of planning de- 
velopment of the F3H-1 and orders for the airframe were actually placed with 
McDonnell Corp. in January 1951. It was both reasonable and logical at that 
time to relate the new airframe to the J40—10 engine, particularly as at least a 
year’s time would elapse before the engine would be required for incorporation 
in the airframe. Under normal conditions, the J40-8 engine would have been 
thoroughly tested in the XF3H, and the J40-10 engine itself would have been 
subjected to exhaustive tests, before final relation of the latter engine to the 
F3H-1. The airframe developed according to schedule, but, by the end of 1951 
serious doubts were entertained that the J40—10 engine would ever materialize. 
In the meantime the XF3H airplane with the J40-8 engine had been flown suc- 
cessfully in August 1951. 

By early 1952 the airframe was well along in development, but the J40—-10 
engine was still undeveloped. We were then faced with an urgent requirement 
for a fighter plane in Korea for which we had a flyable airframe, but no en- 
gine. With the successful flight of the XF3H airplane with the J40-8 engine, 
it was decided to equip a minimum number of FSH-1 airframes with the J40—-8 
engine, to be backfitted with the J40—-10 engine when available. While the 
J40-8 was known as the low thrust engine, this was only in comparison to the 
J40-10 engine. The thrust developed was entirely adequate for the airframe, 
although it necessarily did not produce the performance that had been expected 
from the J40—-10 engine. Particularly valuable aerodynamic data were accumu- 
lated during the extensive flight-test program conducted with the J40-8 equipped 
airplanes. These data, which could be obtained in no other way, provided 
essential information for further development. 

The difficulties with the J40—-8 engine arose later, when, with the accumulation 
of flight time, certain mechanical deficiencies were noted. Thrust bore no re- 
lationship to these deficiencies nor to the crashes that occurred, although some 
of the crashes were due to mechanical failure. The airframe contractor could 
not be held responsible for this mechanical unreliability. 

As you realize, military aircraft and military flying, particularly the test 
phases, inherently cannot have the safety of commercial transport flying. The 
work is risky by its very nature and we work diligently to make it as safe as 
possible. 

In November 1952 the Navy was able to initiate procurement of the then 
partially developed Allison J71 engine, and a decision was made to modify the 
F3H-1 airframe to accommodate it as soon as possible. At the same time, it 

yas decided to continue development of the J40—10, as a backup, in case of dif- 
ficulties with the J71. The J40-10 never did materialize, and the development 
was terminated in September 1953. The modifications incident to the J71 were 
completed, and the engine installed in the 61st airframe on the production line. 
Production of the airframes had, of course, been decelerated, so that only a 
minimum number had been produced while the design changes were being en- 
gineered and incorporated in production airplanes. These F3H-1 aircraft, re- 
ferred to in recent newspaper stories, were still, at that time, actually proto- 
typed to take the J71 engine, and the balance will now be used, not for the 
original purpose, but for necessary and important ground test and technical train- 
ing programs. 
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Risks of the kind illustrated here must be taken to try to procure the most 
advanced type of weapons to give the required superiority over our potential 
enemies. Fate is not so kind that we will always be 100 percent successful in 
our development programs. In the case of the F3H-—1, the end result, the F3H-2, 
is an airplane of advanced design and good performance. 

The Chief of the Bureau of Aeronautics has advised Westinghouse that the 
J40-22 and J40-22A engines were unreliable, when used in aircraft, a position 
with which Westinghouse does not concur. These were engines for the F3H-1 
aircraft and numbered 107. Under the terms of the contract certain of these 
engines, those delivered in calendar year 1955, are subject to repricing. Con- 
sideration will be given to this matter in negotiations to be conducted during the 
second quarter of this year. Apart from the engine problem in connection with 
the F3H-1 aircraft, tests have shown that there were deficiencies in the aircraft, 
which deficiencies were not the reason for discontinuing production. 

McDonnell has been notified of these deficiencies and the matter will be taken 
into account at the time of repricing pursuant to the contract terms, which re- 
pricing is expected to occur in early calendar year 1957. 

The cost of the 58S F3H-1 airplanes is as follows: 


ASt Riise: Cneted i) acc bebe aie i Ae eee ds Abetakea $80, 644, 000 
a, nn i ie 22, 257, 000 
TTR CUE ig led ek ees ee aman occa tae ieee: . 138, 302, 000 






OCR fe os 3 22th ee aide ea aah t ee bh J 116, 203, 000 

Mr. Stewart. What we are talking about here is a procedure that 
would give you an orderly presentation of the budget. 

Mr. Manon. Which you think would give us an orderly presenta- 
tion—— 

Mr. Stewart. May I finish, please ? 

Mr. Manon. Yes. 

Mr. Stewart. The concept is that this would give an orderly presen- 
tation. This is not novel, this is not new. You had testimony before 
your committee from the Secretary of the Treasury, in the hearings 
which brought about the recent report, in which he told you that in 
every business he knew anything about the system that we are advocat- 
ing was the one that was used. 

Mr. Manon. That was one man’s opinion. Let me continue. And 
I think our businessmen must find out that vou cannot run the Federal 
Government as a private affair. If you could cut corners and not keep 
statistics and information, and so on, you could run the Federal Gov- 
ernment—if we wanted to contract the Federal Government to free 
enterprise, they could probably run it more efficiently in some in- 
stances. 

Chairman Dawson. I don’t think so. I think we have too much of 
that now. 

Mr. Manon. I am afraid so. 

The board of directors of a corporation, they can grab the telephone 
and make changes of policy any time. But the Federal Government i is 
much more cumbersome than that. Democracy, as some have said, is 
a luxury, but it is the best government we know. I don’t think we can 
copy. completely the methods of business. We have some pretty able 
men in the Defense Department. 

Take Mr. Quarles: If there is an abler man in the Government, I 
don’t know who he is. Secretary Wilson is a very able man. They 
ee apparently, done all these wonderful things which you think 

‘an be quickly done—and save so much money. 
I would like to ask Mr. Stewart 
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Mr. Stewart. Please don’t misunderstand me. I have never said 
anything could be quickly done in Government. 

Mr. Manon. All right; I stand corrected. 

Now, why did you write: 

The benefits which would result from improved financial management cannot 
be calculated with any degree of precision but we believe the resultant dollar 
saving could reasonably be expected to amount to $4 billion, which is approxi- 
mately 84% percent of the controllable budget expenditure. 

I assume there you were talking primarily about the accrued expen- 
diture program. 

Mr. Stewart. I was speaking about the savings from financial man- 
agement of which accounting, budgeting, and program control are 
components. 

Mr. Manon. The principal thing, though, is the accrued expendi- 
ture—you agree to that. 

Mr. Srewarr. I do not say “the principal thing.” We were talk- 
ing there of a report on budgeting and accounting in which we made 
31 recommendations, all designed as management tools. We said, 
“Look, you do all these things we tell you to do. It is a matter of 
opinion what savings will be. You may not agree with us, but here 
is what the opinion consisted of. It represented the judgment of some 
very competent and substantial businessmen who were running bi 
businesses. We had the chairman of the board of the United States 
Rubber Co., and president of the Westinghouse Co.; we had the presi- 
dent of Thompson Products, executive vice president of the Interna- 
tional Harvester Co., executive vice president of the Burroughs Co., 
and vice president of Lockheed Aircraft Co. 

Mr. Manon. You will 

Mr. Stewart. Let mefinish. You asked mea question. 

Mr. Manon. Sure. 

Mr. Stewart. When we got through, we said nobody will pay much 
attention to this report unless we indicate what we are talking about 
in dollars. We are talking about a tremendous amount of money. 
Discussion with various people would bring many opinions: You could 
get any range from $1 billion to $10 billion potential savings, and 
you still couldn’t prove anything. I said to one of the task force mem- 
bers, “Suppose in your business you didn’t know what you owned, 
and at that time the Government didn’t know what it owned”—— 

Mr. Manon. We know pretty well now, don’t we? 

Mr. Srewart. I am talking about that report when it was written. 
The extent to which you have corrected conditions, I don’t know. You 
didn’t know what you owed, because at that time you were even trying 
in the Congress to get a statement of obligations from the agencies 
with very little success. In fact, you passed a corrective public law 
which took about 18 months to comply with. 

So, at that point, the agencies couldn’t tell you their obligations and 
they couldn’t tell you in intelligible terms what they had done with 
the resources they had. They came to you and sold a budget on the 
basis of salesmanship and good presentation. You have brought to 
our attention here the mass of statistics that you get. I have no ques- 
tion that in weight of statistics, in pages of statistics, you have more 
than you can usefully use. But we were criticizing the substance of 
the presentations which could be made in the light of a lack of basic 
information. We knew that the Appropriations Committee could 
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not possibly have information which was nonexistent. It just wasn’t 
in existence, 

Now, I said to this member of the task force, “What would you think 
would be a reasonable saving in your business if you were stripped 
of that kind of information, and you suddenly came upon it?” 

Well, he said, “We wouldn’t go into any project like that if we 
didn’t think we would save at least 10 percent, and I think that is a 
reasonable estimate.” 

Well, the debate ranged, there were those who thought it was more, 
and those who thought it was less. Then we took a look at the budget 
and realized we are not going to save 10 percent of the entire budget. 
We wanted to be reasonable about this thing. We took 10 percent of 
the flexible part of the budget, about $4 billion, and then, when we 
realized that the carryover at that time alone—largely on long-range 
programs—was the target, the 10 percent seemed reasonable to us. 

We debated it, and we put our thoughts in very explicit and care- 
ful language. We have never said, as has been imputed to us, that 
you could save about # billion in Government accounting costs. Fan- 
tastic. You could never do anything of the kind. 

Mr. Manon. You will agree that this $4 billion was to some extent 
picked out of the hat? 

Mr. Srewarrt. It was picked out of some pretty good heads, as a 
judgment figure. 

Mr. Manon. Yes. You agree that you couched your language so 
carefully that it didn’t really mean so much, but all the press printed 
was just $4 billion saving for the Hoover Commission—“get aboard, 
all of you who are for economy and good Government.” That is the 
inference. But you were very discreet. Bridges were not burned 
behind—a lot of outs and ins. 

The benefits which would result from improved financial management cannot 
be calculated with any degree of precision. 

That is what I have been saying. 

But the people have calculated it to the dollar, $4 billion. 

Mr. Stewart. Congressman 

Mr. Manon. Let me talk, if you will. Iam the witness. But you 
have been very courteous. 





Cannot be calculated with any degree of precision. 


Why don’t we say so? I have been saying it cannot be calculated 
with any degree of precision. I say it would probably be a loss to a 
taxpayer, but the taxpayer thinks it is a $4 billion coin, and you didn’t 
say it. 

But we believe now— 
and I underline “believe”— 


that the resultant dollar saving could reasonably be expected to amount to $4 
billion, which is approximately 8% percent of the controllable budget expendi- 


tures. 

Now, I don’t believe you would be willing to say that in your judg- 
ment if Congress should adopt the accrued expenditure budget which 
you are now advocating, that we would save $4 billion next year, or 
the next, do you? 


Mr. Stewart. Most certainly not. 
91064—57——15 
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Mr. Manon. People don’t understand that, 

Mr. Stewart. We have never represented that the accrued expendi- 
ture budget in itself would account for $4 billion. Somebody has 
twisted our words. We have said these improvements in financial 
management would produce $4 billion. I don’t care if it is $4 billion, 
$1 billion, or half a billion dollars. In the temper of the American 
public, in the climate in which we now find ourselves, you cannot walk 
away from the charge and say like the Scotch girl did about the baby, 
“Don’t hold me guilty , it is such a little one. 

It seems to me we are talking about a very substantial sum of money. 
Now, you don’t think so? 

Mr. Manon. Well, I agree that by better management every busi- 
ness in America could be unproved, and by better management of the 
Defense Department it could be improved. But the whole import 
of the Hoover Commission report with respect to this matter is that 
the principal way to make this saving is through the accounting pro- 
cedure and principally through the adoption of the accrued expendi- 
ture basis, and I believe you will agree, will you not? 

Mr. Stewart. If you got that impression, I would like to correct 
it right now. 

We don’t hinge that on this particular procedure. You said for 
instance that this bill is an accountant’s dream, and it would increase 
accounting work. Have you any idea how much work is now spent 
by aec ountants and statisticians and chart-makers in informing the 

various committees of the Congress and other people who deal with 
the Congress as to the operations of these agencies ? 

Mr. Manon. We have figures from time to time. We have about 
2,400,000 workers, I believe, on the Government payroll, nonmilitary, 
and entirely too many of them, I am afraid, are involved in this busi- 
ness of calculating statistics, and all of that kind of business. 

Mr. Stewart. That is my feeling, too. 

Mr. Manon. In other words, as I see it, you have to some extent 
submarined Mr. Rogers’ bill. Because Mr. Rogers and I were of the 
opinion that the Hoover Commission thought you would save prob- 
ably $4 billion or something within that range, with Mr. Rogers’ bill, 
which is the accrued expenditures bill. But now you disavow it and 
say that that is all right, but that is not the way you are going to save 
the $4 billion, you will save a part; is that right? 

Mr. Stewart. You will save some part of $4 ‘billion. 

Mr. Manon. What part? 

Mr. Stewart. [ am going toask you. 

Mr. Manon. I say it would increase, because you would cloud the 
picture, get more money for projects. In other words, I bring my 
whole project back again. Mr. Rogers is entitled to be heard, because 
lam afraid he has been done a great injustice. 

Mr. Rogers. I don’t feel so at all; in fact, I think this is a very en- 
lightening discussion and one I tried to tie into what this Congress did 
last year, that these bills on bringing about better management—lI pre- 
sume you voted for it last vear, I don’t know your record on that—but 
the Congress passed last year a bill putting in cost accounting, which 


made our governmental departments find out what they had on hand. 


This committee, itself, reported it out, to make them give us per- 
formance reports, and so forth, and this is simply another step that 
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ties in with that whole program, which brings about the estimated 
savings, that could be $4 billion. In fact, estimates have even gone 
up, Mr. Stewart says, as high as $10 billion. 

Mr. Manion. We get in ‘the stratosphere, ae ionosphere trying 
to find ways of doing a job that can only be done by the brutal accept- 
ance of our responsibility and the reduction of the ‘appropriations and 
the obligations which we provide in the appropriations bills. You 
may have a son inc ‘ollege and you write your son, “Son, you are spend- 
ing too much money.” He says, “Dad, I have been making resolutions 
on : this, I have been trying to change my plans and techniques, I have 
tried to get other girl friends w ho wouldn’t be quite so expensive.” 
But the father with the one sw eep of the pen would probably write and 
say, “Son, the only way to cut your spending is to quit spending so 
much money. * And so if the father won’t give the son the money, or 
if he won’t give him the right to obligate. the money—under either 
system—w hy the son has got to quit the spending. 

Mr. Rocers. Mr. Chairman, if the gentleman will yield. I think 
that is a very good analogy and one that applies, because certainly in 
letting your son go toc ollege it is true you have e ther got to say, “You 

can’t have so much money to spend,” or else the results will be the 
same. But under the present system, Mr. Mahon would give his son 
every bit of money which his son estimates he is going to need for 
the full 4 years of college in the first year. Whereas under this bill 
we say, “Son, you have to come and tell us how much you spent of this 
money each year and we will give you the money for the later years.’ 

Mr. Manon. Under either method, I would be the manager as the 
father, and I would only send him the money by the month. But if 
I obligate myself to do it by having the cash on hand or borrow it 
from the bank. 

Mr. Rocers. You have already put it into the bank under the pres- 
ent system. 

Mr. Manon. No, that is one of the great misunderstandings on the 
part of our people. There are a lot of people think that because we 
have unexpended balances of appropriations that we got the money 
down there drawing interest. 

Mr. Rocrrs. I didn’t say anything about interest. 

Mr. Manon. It isnot down there, the money is not there. 

Mr. Rocrers. The money as such is not, but the authority is. All 
the agency has to do is spend it. 

Mr. Manon. The authority is there under either system. Under 
the accrued expenditure basis or under the obligation basis it is still 
there. The obligation is what is counted. So the way to reduce spend- 
ing is to quit obligating the money and quit appropriating it in such 
large amounts. 

Mr. Stewart. May I make one final statement ? 

It seems to me what we are trying to do is assist the appropriations 
committee, we are tr ying to get you better information, we are tr Vv ing 
to get you more in formative presentations of the budget and frankly 
I am astounded that there is 2 resistance to that on the grounds that 
you have all you need now, you have more than you can deal with. I 

say you have all the volume you need, but we are talking about. the 


essence and the substance and the manner in which it is given to you. 
That is our case. 
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Chairman Dawson. Ladies and gentlemen, that was a call for the 
first rollcall on the first amendment. 

Mr. Manon. Here is where Congress is going to decide on the 
budget. That is where the thing is going to be cut. 

Chairman Dawson. This isn’t so much a cutting of the budget in my 
estimation, as to provide a better operation throughout our depart- 
ments of Government. 

We are going to be tied up all the afternoon. I am deeply grateful 
to you, Congressman Mahon. You have certainly taken care of the 
present system and you have met all comers and you haven’t picked 
your opponents. And there are still those who believe the system 
should be changed. We are going to hear from both sides. Mr. Can- 
non and Mr. Tabor are going to testify. 

Mr. Manon. I think the system can be changed for the better, we 
want to work for improvement. I don’t want to be in the attitude of 
an obstructionist. My point is that I think this proposed change 
would not be in the public interest. 

Chairman Dawson. May I call your attention to the fact that under 
existing law the President already has the power to do the very thing 
that this bill will do, the President already has that power. 

Mr. Manon. Sure. 

Chairman Dawson. And that any powers in this bill are strictly per- 
missive, that the President can put them in action, and there seems 
to be the opinion that if this legislation is passed it will have an eflect 
upon the different departments to cause them to do a better job. 
There seems to be some merit in that. With the authorization from 
Congress he will get a better and quicker response and it will result in 
better management and better control, better management within 
the departments and better control by the Congress over the purse 
strings. 

Mr. Manon. Yes. I would like to make this remark. As you know, 
the President now tries to control expenditures when he thinks need- 
ful. He is now exploring ways to reduce the spending by the agencies. 
Of course, he can at present just hold up the money that we have pro- 
vided for these programs and slow them down. But he can only do 
that—I mean he should only do it on the basis of the facts that exist 
at that time, whether Congress is in or out of session. 

Chairman Dawson. So far he has been proceeding on the system 
that you have advocated. 

Mr. Manon. Let me point this out, Mr. Chairman. They have very 
firm plans as to how much they will spend each fiscal year. They 
program these things in order to do it within reasonable limits. So 
much of what is being advocated here, by way of the actual operation 
in the Defense Department or in the other departments, in my opinion, 
is still being done. That is the only way the President could get at 
an expenditure budget is by this calculation, otherwise he wouldn’t 
know what expenditures would be. 

Chairman Dawson. Don’t you think that is good information? 

Mr. Manon. It is good information to know exactly how much you 
expect to spend one year, next year, or each month, it is good informa- 
tion and it is available, fortunately. 

Chairman Dawson. The appropriations committee is acting on the 
President’s budget. 
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Mr. Manon. Yes, and the President 
Chairman Dawson. If the President said, “If you will give me this 
cost-accounting system I feel that through management and so forth 
we can get a better operation,” leave out entirely any savings about it, 
and just a question of better management throughout the farflung 
executive department and with the GAO riding herd on it, it could 
possibly—and if we adopt the McCarthy bill which I meant to ask 
you about—— 

Mr. Manon. I wish you would let me make a remark. Because the 
present law covers the McCarthy bill exactly. I would like to put 
a statement in the record at this point. 

(The statement referred to follows :) 


The committee has asked for my comments on the bill H. R. 5941, a bill to en- 
able the Comptroller General more effectively to assist the Appropriations Com- 
mittees in considering the budget. While I have not.had the time to study ex- 
haustively all phases of the bill, it is rather brief and clearly written, and my 
experience over the years on the Appropriatjons Committee of the House readily 
suggests some observations which I hope may be helpful to the committee in its 
deliberations. 

The bill apparently contemplates that the chairmen of the House and Senate 
Appropriations Committees would request the General Accounting Office te make 
investigations and reports respecting items in the budget for the several depart- 
ments and agencies so as to “enable such committees to give adequate considera- 
tion” thereto. 

Incidental thereto, the bill would authorize employment by the General Ac- 
counting Office without regard to civil service or classification laws. 





PRESENT AUTHORITY 






There appears to be ample authority in present law to accomplish this pur- 
pose. Title 31, United States Code, section 53, provides, among other things 
that— 

“(b) He (the Comptroller General) shall make such investigations and re- 
ports as shall be ordered by either House of Congress or by any committee of 
either House having jurisdiction over revenue, appropriations, or expenditures. 
The Comptroller General shall also, at the request of any such committee, di- 
rect assistants from his office to furnish the committee such aid and information 
as it may request.” 

This has been on the statute books since 1921 and it has been used by the Ap- 
propriations Committees on many occasions over the years. 

The Annual Report of the Comptroller General for 1956, dated December 26, 
1956, under the heading “Assistance to the Congress,” has this to say: 

“Committees on Appropriations—The House Committee on Appropriations 
again requested the assignment of General Accounting Office personnel to work 
with the committee. During the year, 16 members of our staff were detailed to 
the committee. Their work was principally with the surveys and investigations 
staff of the committee in connection with a study of procurement policies and prac- 
tices of the Department of Defense and a survey of the effectiveness and enforce- 
ment of the Anti-Deficiency Act, and section 1311 of the Supplemental Ap- 
propriation Act, 1955. The chairman of the committee in commenting to us on 
the work performed stated that in participating in surveys of various Govern- 
ment operations our personnel displayed a degree of ability and resourcefulness 
that reflected credit both on themselves and the General Accounting Office. 

“For the second consecutive year a report was made to the committee contain- 
ing significant findings resulting from our review of the operations of the agen- 
cies of the Government. As evidenced by the published hearings of the com- 
mittee, the material in this report was used extensively in considering ap- 
propriation bills. A similar report will be made to the committee prior to the 
beginning of the 85th Congress. 

“Several special reports were also made to the Senate Appropriations Com- 
mittee in response to requests for information on matters under consideration 
by that committee.” 
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GAO AUDIT REPORTS 


The Committee on Appropriations regularly receives copies of all GAO audit 
reports. They are referred to the various subcommittees. Then once each year 
the GAO prepares a special report of “significant findings” for the use of the 
Committee on Appropriations of the House. 


STAFF OF COMMITTEE 


The Committee on Appropriations of the House has two basic types of staff 
facilities. 

(a) We have our regular clerical staff of experienced men who work directly 
with the various subcommittees. It is a nonpartisan staff, selected solely on 
basis of qualification to do the job. They study the budget and justifications in 
great detail, and aid and assist the subcommittees in processing the budget. 
They are very helpful and effective. Perhaps we need a few more, I am not 
certain. Reasonable men may differ, but I say there is a decided limit to the 
number of staff, reports, studies, and so on that can effectively be brought to bear 
on the budget. As I have sought to indicate in my testimony heretofore on the 
proposed accrued expenditure technique, methods, systems, and so on can do only 
so much. Continuing and substantial reductions in spending will not come 
about by vast additional studies, larger and larger staffs, new bookkeeping sys- 
tems, and so on, but by the Congress deciding as a matter of policy what it wants 
to support in the way of projects, programs, and services. Congress simply can- 
not continue authorizing new and expanded programs without reaping the 
inevitable result of increased spending. All the staff in the world could not 
alter the outcome. It must of course use every reasonable means it can to assure 
economical and minimum appropriations. 

(6) Then the committee has an investigative staff, headec by an FBI man, 
which operates largely by borrowing men from agencies of the Government and 
on contract from outside the Government. The subcommittees request inves- 
tigations on whatever subject they wish within their jurisdiction, and the staff 
is then recruited to do the job and file a report. There were 48 investigative 
reports of this type during the last Congress. 


CONCLUDING OBSERVATION 


The fundamental motivation behind the bill is laudable. Members and people 
generally are disturbed by the size of the budget and believe it should be cut. 
However, I do not see that this bill, H. R. 5941, is necessary to contribute to that 
end. As indicated, there is ample authority in present law for the committee to 
call upon the Comptroller General for any assistance it may wish, at any time it 
may so decide. And, of course, the Appropriations Committee has the authority 
to add to its own staff any time it feels the need. 

Chairman Dawson. I think it would give us a working force in Gov- 
ernment both in the executive and legislative sides that might make 
for better management throughout the Government. 

Mr. Manon. I have certainly had a very courteous and very inter- 
esting hearing. Of course, I came over on your invitation. 

Chairman ‘Dawson. Yes, we read your report and certainly on a 
matter as important as this we want to have all sides heard in order 
that when it goes to the floor of the Congress it will have had a full dis- 
cussion and men will know where they stand. And we do not ques- 
tion the intentions of either the proponents or those who are against it. 
We are all for good Government. 

Mr. Manon. That is typical of the chairman of this committee, he is 
a good American. 

Chairman Dawson. [f this bill is brought to the floor, it is because 
this committee and the members of this committee after hearing all 
sides, will believe that they ought to have the opportunity to have 
congressional action. I don’t know yet how we are going to vote, of 
course you appreciate that. I and the committee are deeply apprecia- 
tive for your presence. 





FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 225 


Mr. Manon. Thank you. 

Chairman Dawson. We are going to continue the hearings tomor- 
row morning. We can’t continue this afternoon because there are 17 
rollealls. So the witnesses who haven't testified, if you can’t be with 
us tomorrow and if you have a written statement, file it. We would 
like to ask you some questions if we can. 

Thank you. 

(Whereupon, at 12:15 a. m., the subcommittee adjourned.) 
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FRIDAY, APRIL 5, 1957 






House or REPRESENTATIVES, 

SUBCOMMITTEE ON EXECUTIVE AND LeGIsLATIVE REorGAN- 

IZATION OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, in room 1537, New 
House Office Building, at 10 a. m., Hon. William L. Dawson (chair- 
man of the subcommittee) presiding. 

Members present: William L. Dawson, chairman; Cecil M. Harden, 
and Clarence J. Brown. 

Also present; Elmer W. Henderson, counsel; and William A. 
Young, staff member. 

Chairman Dawson. Will the subcommittee please come to order. 

We will resume hearings on the Federal budget bill which has been 
before us for several days. A quorum is present. 

We have with us Dr. Gerhard Colm, of the National Planning As- 
sociation. He has been with us all of the week and we want him to 
know that we certainly appreciate his interest in this matter, his 
patience, and we will be happy to hear from Dr. Colm at this time. 

Dr. Colm, will you give us something of your background before 
you begin your statement? 


STATEMENT OF DR. GERHARD COLM, NATIONAL PLANNING 
ASSOCIATION 


Dr. Cotm. First I would like to say, Mr. Chairman, that the days 
I was permitted to listen to these proceedings were about the best lesson 
I have ever had in the theory of government. I only wish some of 
my students could have heard the same. I appreciated the opportunity 
to listen to some of the discussions. 

You asked me about by background. I was educated in Germany 
where I began my professional career. I came to this country in 
1933, taught public finance, with particular emphasis on budget mat- 
ters, in New York. I was with the Budget Bureau from 1940 to 
1946 and was on the staff of the Council of Economic Advisers from 
1946 to 1952. I joined the National Planning Association as chief 
economist in 1952. 
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Mr. Chairman, I have been asked by the chairman of the board 
of trustees of the National Planning Association to express his ap- 
preciation for inviting the National ‘Planning Association to appear 
before you. 

In my testimony I will, in part, speak for the National Planning 
Association, that is, to the extent that I am able to refer to a joint 
statement, which the National Planning Association issued exactly 
2 years ago, on the “Need for Further Budget Reform.” 

That is the position which the National Planning Association has 
taken and which was signed by a considerable number of leading men 
of affairs from agric ulture, business, labor, and the orofedsiona,” 

If you wish, Mr. Chairman, this statement is available to the sub- 
committee. 

You have asked me to comment on a number of bills. The National 
Planning Association has taken no official position with respect to 
these particular bills. And to the extent that I respond to your request 
by commenting on these bills, I will be speaking rather in my personal 
professional capacity than representing the National Planning Associ- 
ation. 

The various bills under consideration by this subcommittee appear 
to have originated in the feeling that the Congress has only an inade- 
quate control over the expenditures of the Government and that it is 
no longer able to exert through its legislative functions effective re- 
straint over the budget process. 

With your permission, Mr. Chairman, I would like to state bluntly 
that the size of the budget is so large primarily because we are living 
in a chaotic world, and because the C ongress has adopted those pro- 
grams which, in its wisdom, are believed necessary to assure the sur- 
vival of the United States as a free and expanding nation. No change 
in the method of budgeting or accounting would bring the budget 
down to a size which we all would prefer if world conditions were 
otherwise. 

Budgets can, of course, always be cut. There is, however, the pos- 
sibility that euts in needed programs might lead to additional ex 
penditures at a later time. Lasting and substantial cuts could only 
result from a change in the world political situation, or from ignoring 
the pressing need for domestic social and economic development 
programs, 

Nevertheless, although the high level of Government expenditures 
and the high level of taxes should be attributed primarily to the cur- 
rent world situation, we should not throw up our arms and conclude 
that there is no point in attempting to keep the budget under control. 

On the contrary, in view of the requirements for national security 
and the need for urgent economic development programs, every effort 
should be made to hold down less essential expenditures. Improve- 
ment in budget control and management is more necessary now than 
when the total budget and tax load were small. 

I will now turn, Mr. Chairman, to the problem which has been 
mainly in the foreground of your discussions the proposed annual 
accrued expenditures basis (H. R. 758). Under the present obliga- 
tional authority basis, budget els is difficult because a large part 
of next year’s spending has alre: ady received congressional approval. 
For example, of the $72 billion estimated expenditures for fiscal year 
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1958, $24 billion has already been appropriated in previous years. By 
the beginning of the fiscal year 1958, a carryover of $46 billion in obli- 
gated ‘and unoblig ated appropriations is expected out of prior year 
authorizations- excluding carryover balances out of debt receipts, 
contract authorizations, and revolving and management funds. 

Mr. Chairman, it was said in these hearings that it is often difficult 
to get information on these budget problems, and that one has to work 
for days, if not weeks, at it. The essential information on the budget 
is all in this little pamphlet, “The Federal Budget in Brief,” which 
one can peruse, I think, in a matter of 20 minutes, 

[ receive no commission for the sale of this document. 

Thus, it would appear quite logical to assume that if the large carry- 
over of appropriations could be drastically reduced, budget control 
could be strengthened. The virtual elimination of carryover appro- 
priations would be one of the expected results of the accrued expendi- 
tures method of budgeting and appropriation. Then the work done 
in any one year would have to be authorized by appropriations for 
the same year. 

And yet it must be remembered that the Congress, in considering 
longer range programs, is, in effect, making decisions on expenditures 
often long before the work is done and paid for. The implications 
of this legislative process for Government expenditures has little to 
do with the particular method of accounting. Rather, the problem 
of eee control, in large part, lies in the very nature of some 
of the Government programs, particularly in the procurement of 
weapons, and also in some of the nondefense long-range undertakings. 
Since not all Government programs can be consummated within a 
year, it is, in my opinion, an illusion to believe that we can budget on 
a 365 days’ basis. This particular budget problem arises out of our 
modern technology: it is not merely a problem of accounting. 

The Hoover Commission report on this subject emphasized that the 
proposed shift to an accrued-expenditures basis should also provide 
for contract authorizations for the so-called long-lead programs. This 
method has been used a great deal in the past and it would become 
again of great importance for all long-range projects if the proposed 
change in the base of appropriations were made. However, the use 
of contract authorizations has been criticized on the ground that the 
Congress has often been rather liberal in passing on contract author- 
izations, and later found itself bound by these actions when the time 
came to implement them through appropriations. 

Under this procedure the Congress would legally be able, of course, 
to cancel contract authorizations and to speed up or slow down the 
work done under existing contracts. Nevertheless, I am convinced 
that the proposal would make much less difference than the advocates 
hope. Toa large extent, we would only be substituting a carryover of 
unimplemented contract authorizations for a carryover of obligated 
or unobligated appropriations. 

T am also not so certain that this shift would result in tighter budget- 
ing and therefore yield a savings. Whether the savings are $500 
million or $4 billion, if I were convinced that a savings would result 
from the shift, I would be all for it. But I am not so sure that there 
would be any savings. 
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There is no reason to assume that congressional actions on requests 
for contract authorizations will be tighter under the accrued expendi- 
tures method than at present. On the contrary, it is quite possible 
that the Congress may look upon these requests even more favorably, 
thinking that there will be another chance of examining the details at 
a later time; that is, at the time of appropriation. 

I am talking here in the language of the economist. Congressman 
Mahon, yesterday—or the day before vesterday—illustrated this with 
his story of the wolf and the little pigs in a much more graphic way 
than I can do. But this is the same point the Congressman made. 

Requests for appropriations for a particular year—I am shifting the 
discussion from the contract authorization to the appropriation for 
one particular year—also may not be particularly tight. The accrued 
expenditure estimates would probably tend to be large ry than the pres- 
ent cash expenditure estimates. Government agencies would make 
their estimates on the assumption that work on their program will pro- 
gress on schedule. They would want to be certain that a lack of appro- 
priations will not hamper them if the work should advance satisfac- 

torily. In reality, we know that there is always a certain amount of 
slippage. There is the inability to fill vacancies promptly and there 
are many other delays. Thus, the situation could easily arise where 
the agencies will have a strong inducement first to request more funds 
for the ensuing year than they will actually be able to spend effectively 
for these purposes. Then, in order not to jeopardize next year’s re- 
quests, they may be tempted to conceal any underspending and may 
rush projects just in order to avoid lapses. 

I am a professor, but I am speaking here out of experience. Every- 
one who has been in Government can testify to that. 

With respect to the long-lead projects, I wonder whether an appro- 
priation “available until completed” is not more conducive to economi- 
cal management than annual appropriations for the work to be done in 
that particular ye: Ir. 

I am here referring, of course, only to the long-lead items. I con- 
fess that I am not familiar with the experience made in this respect 
in those programs of the Corps of Engineers and Bureau of Reclama- 
tion which have been for sometime on a method akin to accrued ex- 
penditure basis. 

Chairman Dawson. In what respect do they differ? You didn’t say 
that they did use accrued expenditure basis and they have been cited 
here as using it. 

Dr. Cotm. There is some allowance for slippage, Mr. Chairman. 
Expenditures for the various projects are totalled; then a single 
amount for saving is estimated which is not distributed by the specific 
projects. 

Mr. Hrenverson. What do you mean by slippage ? 

Dr. Cotm. Slippage means that the project does not advance ac- 
cording to schedule, but remains a bit behind the schedule. 

The budget director in his testimony on the same bill said that 
under the proposed accrued expenditures method— 
the relationship between appropriations and checks issued, the basis for calcu- 


lating the surplus or deficit, would be much closer than is the relationship under 
existing practice. 
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This is correct. The relationship between accrued expenditures and 
cash expenditures is more easily reconcilable than the relationship be- 
tween obligations and expenditures. 

However, the fact that our financial planning currently is based 
on estimates which are different from the estimates on which appro- 
priations are based, has, in my opinion, certain advantages. 

I am talking, Mr. Chairman, about the two columns in the budget, 
the one refers to appropriations based on obligations and the other 
to expenditures which are on the checks-issued basis. The latter col- 
umn is used for financial planning, for considering the adequacy of 
taxes and the problem of the debt. In my judgment, it is useful that 
the financial planning of the Government is based on the best estimates 
of expenditures which can be made, which in the case of long-range 
projects take account of these delays in actual spending. 

In the case of long-lead projects there is no direct relationship be- 
tween expenditure estimates and the request for appropriations. Con- 
sequently, the agencies are apt to make a more realistic allowance for 
those delays than if the relationship between appropriations and finan- 
cial planning were more closely tied together. 

In brief, then, I believe that the accrued expenditure basis for ap- 
propriations might create an upward bias in budget expenditure esti- 
mates and would make them a less realistic basis for financial planning. 

A further argument advanced in favor of accrued expenditure budg- 
eting is that it permits the Congress to control the speed with which 
long-lead projects are executed year after year. This raises the ques- 
tion of great economic significance. As a matter of economic stabili- 
zation policy it may be desirable to alter the speed with which certain 
Government projects are implemented, particularly in the civil public 
works field. When scarcities of men and material develop and prices 
are going up, work on such projects could be slowed down; but should 
an economic slack and unemployment develop, work on such projects 
could be stepped up. This actually has been the policy of the Govern- 
ment in recent years. 

The ability of the Government to vary the rate of program imple- 
mentation is part of the Government’s arsenal of weapons for promot- 
ing economic stability and growth. In this connection I would like to 
quote from the Joint National Planning Association statement to 
which I referred at the beginning of my testimony. 


In order to increase the flexibility of the budget it would be desirable for Con- 
gress to make some appropriations for nonroutine programs (mainly public 
works) without stringent limitation on the time during which such appropria- 
tions should remain available for spending. The Executive would be authorized 
to speed up or slow down various projects in this category depending on the 


economic outlook. 
Chairman Dawson. Wouldn’t that contribute greatly to this large 


balance of unexpended funds and unobligated funds that they are 
now troubled with? 


Dr. Cotm. Yes, sir. it would. 

In contrast, the proposal under consideration would move in the di- 
rection of more budget rigidity, since it would make the budget less 
responsive to the requirements of changes in the economic situation. 

Under the accrued-expenditures method the speed of work would 
have to be determined well in advance of the period when the work is 
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to be performed. Take an example: In April 1957, we are bothered 
with the threat of inflation. Congress may decide that this is the 
time to cut down on civil public aad to be done during the year 1958 
in order not to add to the inflationary pressure. 

But, assume that half a year or a year from now the business outlook 
should change, and we have a weakening economy with some unused 
productive resources. In such a situation it might be warranted to 
step up some of these public projects. Under the accrued-expenditures 
method this would not be possible, because the speed of progress would 
have been determined 15 or 16 months before the period to which we 
are referring. 

Chairman Dawson. Wouldn’t that further loosen the control of 
Congress over appropriated funds? 

Dr. Cotm. Mr. Chairman, I don’t think it would loosen control as 
contrasted with the present situation. To a large extent this is what 
we have now, at least in those projects, where the executive is able 
to speed up or slow down the rate of progress on a project. 

In my testimony I will make a positive proposal how I think the 
need for tighter control and the need for more flexibility can be rec- 
onciled. I am in complete sympathy, Mr. Chairman, with the objec- 
tives of the proposal under consideration. I just think that this is 
not the best possible way of doing it, and I will make what I hope 
will be a few constructive suggestions, 

The desirability of improving budget control through longer range 
budgeting was recognized in the proposal of the first, Hoover Com- 


mission recommending program bud geting. Program budgeting rec- 


ognizes that many of the tasks of modern Government require advance 
planning by Government and private contractors, and often require 
work extending over several years. It is important, therefore, that 
the Congress, when considering such a program, should examine the 
price tag for the project. as a whole. This was very much emphasized 
during the discussions of the preceding 2 days. Congress should also 
obtain estimates about the likely phasing of the project over the years. 
I think Public Law 863 does move in the very desirable direction of 
this cost budgeting for projects. 

Too often are programs initiated by enabling legislation with insuf- 
ficient regard for future implications. Then, in later years, when 
the level of the expenditures involved becomes known these expendi- 
tures are regarded as “uncontrollable” since they were determined 
by previous acts of Congress. ‘The proposed change in accounting 
procedure will not remedy the need for recognizing these costs and 
timing implications of program legislation. 

Rather, I believe it would be helpful for fiscal planning if the 
budget presentation to Congress would include not only for the major 
long-lead programs, but also for the budget as a whole, a projection 
of expenditure estimates covering a number of years. 

Mr. Chairman, on this point, the budget statement of the National 
Planning Association has a paragraph which I have quoted in my 
prepared testimony. 

We propose that, in line with the intent of the Employment Act of 1946, each 
economic report should contain an economic projection (including estimates 
concerning the Government sector of the economy) covering a number of vears 
and showing where imbalances might be likely to develop in the national 
economy, Correspondingly, each budget message should contain a budget out- 
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look covering the same number of years and demonstrating the changes in 
expenditures, revenue, and debt policies which would be needed to meet the 
Government’s responsibilities under the Employment Act and to promote a 
better balance in the economy. These estimates would permit deliberation of 
budget policy for the ensuing year in the long-range perspective of several years, 
and would help insure that economic trends were taken into consideration. 
Experience with informal economic and budget projections made within and 
without the Government justifies the proposal that they be made a regular 
feature of official documents. 

The recommendation is that each budget message would show not 
only an expenditure estimate for the current and the ensuing year, 
but also a budget estimate for the next few years in order to show how 
existing legislation and proposed legislation would work itself out 
over a number of years. This budget outlook in turn would parallel 
a similar longer range economic projection which this statement pro- 
poses for inc lusion in the President’s Economic Report. We would 
then have a parallel statement covering a number of years, both in the 
President’s Economic Report and in his budget message. 

Mr. Henverson. Dr. Colm, to what extent under our present politi- 

eal system where the executive is elected for a term of 4 years and 

the Congress for a term of 2 years, that is the House, should we really 
make long- range planning of this sort, or take into consideration long- 
range factors? Because, every 2 years theoretically you could have a 
new group of Congressmen and every 4 years you could have a 
new President. Congress could have its own program and the new 
President would have his own program. 

Dr. Com. Mr. Henderson, the agencies are now doing for internal 
purposes exactly what I am proposing to do for inclusion in the mes- 

sages tothe Congress. These agencies ask themselves: How do present 
legislation and present recommendations work out over the years? 

‘It is true that we have ac ycle in legislation, but there is also a cycle 
in the projects we are undertaking. “As the C ongressman said yester- 
day, we start a project with a million dollars, but before we are through 
it is a billion-dollar project, as in the case of the Arkansas River pro- 
gram. We are not binding any future administration or preventing 
future legislation. We are only saying that what the Congress has 
done and what its Members are contemplating to do will have effects 
not only on the 1958 budget but also on the 1959 and 1960 budget. 
Members of Congress should have an idea what the effect of their de- 
cisions and actions will be, so that come 1960 they will not throw up 
their arms in surprise at what has happened, and be shocked that the 
legislation from 3 years ago would have such an effect. This is a 
technical job that can readily be done. You can estimate what present 
legislation would mean for the future, under certain assumptions such 
as reasonably full employment and so on. We are not assuming a 
depression or anything like that. We are just making a hypothetical 
statement. But you find that such a statement appears in many of the 
financial documents presented to the legislatures of other countries. 

As a matter of fact I cannot envisage how one can pass judgment on 
the adequacy of og or of tax rates, just on the basis of the outlook 
for the ensuing ye We must look at it in a wider perspective of a 
number of years and in the perspective of a growing economy. 

Chairman Dawson. Some years ago the Congress p: assed legislation 
on the water pollution situation in this country and authorized an 
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expenditure of $500 million over a 10-year period, $50 million. That 
was done by a past Congress. Yesterday for a few hot minutes Con- 
gress had taken that $50 million out. 

What about this future penning that you are talking about if 
Congress is going to act in that way ? 

Dr. Com. Sir, I would say that such a longer range statement should 
be included in each year’s official messages and would be revised each 
year. It isstill correct, however, to say that, as long as certain legisla- 
tion is on the books or is recommended by the President, the price tag 
for those programs should be shown. If Congress later takes some- 
thing off the books, why then you change it. But as of this moment, 
the statement gives the right picture : and I submit that just by seeing 
what the impact is for the next year, you don’t get the true picture. 

Mr. Harpy. Will the gentleman yield, Mr, Chairman $ 

Chairman Dawson. Certainly. 

Mrs. Harpen. On page 6, Dr. Colm, at the bottom of the page you 
Say it is important, therefore, that the Congress, when considering 
such a program, should examine the price tag for the project as a 
whole. Don’t you believe that the committees go into that pretty 
thoroughly ? 

Dr. Cotm. I know that the committees are doing it, and the way 
T understand Public Law 863, they are obliged to do it. But I also 
know that the budget, that is, the $71.8 billion budget we talk about 
today, does not fully reflect the expenditures of all the legislation 
which has been passed to date, because certain legislation will make 
for higher expenditures in future years. 

Mrs. Haven. I had a little experience last year with a project in 
my own district. In fact, we had been working on it for years. I felt 
that the congressional committee went into it pretty thoroughly, and 
has taken a pretty good long look at it. 

Dr. Cotm. Yes I agree. This suggestion is by no means an entirely 
new idea. I did not present it as such; this is the direction in which 
we have been moving under past practice and recent legislation. 

However, I do not think that it is done consistently, and I do not 
think that the budget message which includes only the current and the 
ensuing year estimates gives the full picture. I think it would be very 
informative if that document would include estimates for a larger 
number of years. 

Mrs. Harpen. Thank you. 

Dr. Coim. I believe we should recognize that for certain programs 
budgeting methods must look beyond the 365 days basis if they are 
to be realistic and not conducive to waste. The future financial costs 
of new programs should be recognized when they are proposed and 
deliberated and should be considered in the context of their economic 
and fiscal implications for a number of years. 

In response to Mrs. Harden, I would like to amend that this is done 
to a large extent but not completely. 

The day before yesterday Mr. Bevis made a comment which I be- 
lieve is important in this connection. He stated that the original 
budget cost estimates for ships, planes, missiles, and similar items of 
new design are, by necessity, very uncertain. This is a problem of 
budgeting for long-lead projects which is entirely independent of the 
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particular method of accounting. Thus, when we embark on a new 
project we often do not know exactly what the costs will be. 

It is, therefore, most important in my opinion that the cost esti- 
mates for these long-range projects be reexamined each year. For 
example, a missile project | may have been pr iced originally ‘at let’s say 

$1 billion and planned for execution over a 5-year period. 

Chairman Dawson. Pardon me, Doctor. But isn’t that the very 
reason that the exponents of this accrued expenditures system give, 
that it gives them an opportunity to reexamine every year? 

Dr. Cotm. Mr. Chairman, that I think is the virtue of this legisla- 
tion before you. What I would like to lay before you for considera- 
tion is if there is not the possibility of sav ing this feature which I think 
is a virtue and avoiding certain aspects w hich I think are undesirable. 
I agree with you, Mr. Chairman, that this is the most important aspect 
of the proposed legislation, and this is the point which I would support 
in that legislation. 

After we had 1 year’s experience with such a long-range project on 
missiles, then Congress should be given a reappraisal by the exec utive 
department and should, if necessary, modify the original action, ir- 
respective whether that was contract authorization under the new pro- 
posal, or an appropriation, as it is at present. Thus, I believe the prin- 
ciple of the annual review of all items in the budget is a desirable fea- 
ture of the accrued expenditure proposal. 

However, for the long-lead items I still would prefer the granting 
of appropriations for the remaining life of the project and not limited 
to the work expected to be completed i in the ensuing year only. 

Mr. Chairman, if I may explain what I have in mind, this is the 
point where I go beyond criticism to what I think is a proposal. Au- 
thorizations or appropriations for long-lead items would remain as, 
at the present time, available until completed, but the estimated costs 
for the remainder of the program would be reviewed by the Budget 
Bureau and by the proper agencies each year and brought before Con- 
gress for action. 

Chairman Dawson. What type of action at that point, each year? 

Dr. Cotm. Depending on whether it is a contract authorization or 
an appropriation, the action would have different legal form. It 
might involve either rescinding a part of the appropriation, or sup- 
plementing in case 

Chairman Dawson. You would rescind a part of that appropriation 
prior to the time of completion when Congress had given them the 
check, you take back part of the check ? 

Dr. Cotm. Yes, sir, or Congress could add to it if it turns out that 
costs are higher than they were originally estimated. This is what 
I mean by a reappraisal. Whether you review it in the form of con- 
tract authorizations, as you would have it under the accrued expendi- 
tures method, or whether you review it as an appropriation for the 
whole project, both ac counting methods are e applicable. But I would 
not wait until the end of the 5- year period to review the program 
when it turns out that the original cost estimate was not realistic. 

Chairman Dawson. Then that would require the use of accountants 
yearly, which is one of the objections to the other form. They said 
it would increase expenditures because you would require more people 





91064—57 —16 


236 FEDERAL BUDGETING AND APPROPRIATIONS SYSTEM 


to make this yearly estimate. Now, if you keep the present system and 
do what you want, you would raise the cost of the present system in 
order to make that yearly estimate which was the purpose of this bill 
before us, the legislation before us. Do you follow what I am trying 
to say? 

Dr. Coum. Yes, I follow, and you certainly have here a very good 
question. 

L would try to answer it in the following way: We have, at the 
moment, a reporting system within the agencies on these long-lead 
projects. They know where they stand. Actually what I am propos- 
ing could be done on the basis which should now be available within 
the administration. 

Chairman Dawson. Don’t you feel that if these agencies know 
where they stand and knew that Congress would take back some of 
their money, they wouldn’t be standing in the same spot ? 

Dr. Cotm. Mr. Chairman, I can think of cases where, let us say, in 
the guided missile program or in the atomic energy field, you have a 
new scientific advancement, which makes it possible to use certain 
short-cuts for achieving your objective. We had exactly that thing 
happen. The President would, on the basis of the reports he has re- 
ceived, then submit this information to Congress. He would be obli- 
gated under the law to do that. 

I can imagine that the agencies would be reluctant to do it for small 
amounts. But I also would envisage that the Appropriations Com- 
mittee, particularly if there is a joint committee on the budget with 
a staff and with the help they may obtain—— 

Chairman Dawson. May I ask youa question there. You say joint 
committee ; joint committee composed of whom ? 

Dr. Cotm. I was referring to the bill either pending before the Sen- 
ate, or I think it was up for a vote yesterday on the creation 
of a joint budget committee, which is just a joint committee of the 
two Appropr iations Committees. But this is irrelevant here. 

Chairman Dawson. With the law placing the responsibility in the 
House of Representatives to initiate the appropriations, do you think 
that we are going to surrender part of that to the Senate ? 

Dr. Cotm. No, I don’t think so, and I think less so after I have— 
|Laughter.| | Mr. Chairman, this is perhaps an issue which comes 
under the next item, the legislative organization. It is relevant for 
the other bills before you. The point I am making here, Mr. Chair- 
nian, is the following: In my judgment, there is a limited amount of 
accounting work needed for a reappraisal of the costs of those pro- 
grams where a change in costs has occurred. In contrast a great deal 
of accounting work is needed for an actual estimate of the work to be 
done each year for each program. In the first case you say only that 
this guided missile program, after two years’ work, will still require 
$800 million; in the second case you have to estimate that $200 million 
will be needed for the progress expected to be made next year. 

Therefore I do agree with Mr. Mahon that a terrific amount of ac- 
counting work would be required, because the agency, if it makes an 
error, would be ¢ ‘aught short of funds. They are caught either short of 
funds—and they must tell the contractors: Stop working on this 
thing—or if they were too liberal, they may have an excess of funds 
which will lapse at the end of the year, and then the congressional com- 
mittee will take a dim view concerning next year’s request. 
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I think there is an advantage, Mr. Chairman, of providing appro- 
priations for the long lead items on an “available until completed” 
basis. However, there is nothing inconsistent with that proposition 
and the other proposition, that the Congress, the responsible commit- 
tees and the Executive, should each year take a good look at these pro- 
grams. After all, we are talking here about per rhaps 50 big programs, 
not about the many thousands of items in the budget. These are the 
big programs. I think this proposed effort is w orthw hile, particularly 
since in the reporting system, within the administration, there is al- 
ready the basis for it. 

Chairman Dawson. Do you envision that under this legislation 
that they are seeking to pass, that money will be lessened because they 
didn’t expend as much money within a year as they said that they would 
need ¢ 

Dr. Cotm. No, sir. 

Chairman Dawson. But the contract is for the same amount of 
money 4 

Dr. Com. Yes, sir, as it is now written, that is why I am not satis- 
fied with it. As it is now written, the Congress will be able to pass 
upon contract authoriations, presumably, by an amendment that 1s to 
be made, so that it can’t be thrown out on a point of order. The Con- 
gress will then be able to take another look at the project. They will 
take a look at the program each year, how much will be spent. But I 
think there will be a tendency of being rather liberal on the contract 
authorizations. 

Chairman Dawson. For the first year or two they might. But then 
they would have to report each year the progress made, money: ex- 
pended, and so forth, and I can’t see where that would affect the con- 
tract price of doing the job. Maybe they didn’t spend as much as they 
estimated, but that contract price is stable, it may be picked up in the 
next fo and it may not be picked up in the last year. 

Dr. Corum. Mr. Chairman, let me give a very concrete though fic- 
titious situation: You have a $1 billion project for guided missiles and 
it has been estimated that there will be $200 million worth of work 
done during the next year. Congress has questioned the $200 million 
figure. T he agency makes all the : arguments why the $200 million will 
he needed. Then it turns out that the project progress will be more 
















































































































Chairmn Dawson. Page 8, Congressman Brown. 

This is Dr. Colm. 

Mr. Brown. Sorry Lam late. LT apologize. 

Chairman Dawson. Proceed. 

Dr. Corm. Then the agency makes a strong point that they really 
need $200 million. Now, it turns out that the progress isn’t quite 
as fast as they hoped for, and that is the usual situation, Mr. Chairman, 
particularly with the defense contracts on new items. We had that ex- 
perience all the time. The agency might then be reluctant to show that 
imderestimate. They might try to meet the $200 million figure even 
at the cost of some waste, speeding up some work done even though 
from the point of view of most economical production it might be 
better to spend only $150 million. 

Therefore, for these long-lead items, I think it is better to tell the 
agency: “You give us an estimate now of how much you need for 
the remaining life of this project.” 
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The Congress would then take another look at it each year. 

Chairman Dawson. Wouldn’t that be the contract price? The 
contract price is the remaining—is the amount that they need until 
that contract is finished. If there is any savings, that will develop at 
the time of the finish of the job, wouldn’t it ? 

Dr. Coum. The way I understand it, Mr. Chairman, under the ac- 
crued-expenditures proposal, estimated expenditures each year would 
reflect the work actually to be done. 

Chairman Dawson. That is right. 

Dr. Comm. And my point is that the agency will try to meet the goal 
which it has set and defended before the Congress and that this may 
involve wasteful spending, because they might rush the work more 
than is actually called for based on the most economical management. 

Chairman Dawson. From your experience I can see it, but I don’t 
follow you on this waste situation, on the first year of a contract calling 
for $100 million, they make that estimate of the amount they are 
going to spend the first year. They don’t spend that much in the first 
year. They have done only a certain amount of work, but they are 
still responsible for the completion of the job within the amount of 
money contracted for. So they will make their estimate for the next 
year if they didn’t do as much in the first year, and so forth. And 
it is not until that last year you are going to determine just how they 
have used the money, just how much is left, but you have ridden herd 
on them all along and kept them—and compelled them to bring you 
a knowledge of what they have done with that money, how much 
they have spent and what they spent it for. 

Now in the future, the next year, they can’t reduplicate to you 
what they have already spent. They can’t reduplicate that work and 
pay for it over again that they claim they have done the first year. 
It seems to me that it is only until that last year, where there is some 
remaining, that you are in your best position to determine whether 
or not there are any savings going to be made. 

I can’t see the lapse of any funds up until that fourth year; I can 
see a slowing down of work if they didn’t ask for enough, but I can’t 
see the other side of it. 

Dr. Corm. Mr. Chairman, in many agencies—and I am not talking 
about any particular agency, certainly not about anyone with which 
T have ever been connected—I am told that sometimes on June 28 
there comes a hurried call from the librarian who says: “Don’t you 
need some more books?” The man says, “No. I may need something 
next month, but I don’t know now what I may need next month.” 

“Well, you had better order them today because today you can still 
get them, but we don’t know whether you can get them next week.” 

Then the man orders whatever he thinks he might need, and very 
often he orders something which wasn’t so awfully important. Now 
that was in order to exhaust the particular allotment in that agency 
for the library. Now I know there is nothing we can do—— 

Chairman Dawson. That wouldn’t be one of these long-term 
projects. 

Dr. Cotm. No. That is, as I say, for the current administration, 
we cannot avoid that, and we have to use every device of administra- 
tive management and control to minimize this. We will never get 
rid of it, but we can minimize it. Now i in the case of long-lead items 
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I think the same thing could become very vicious if this method were 
adopted. ; 

You say quite correctly, Mr. Chairman, that the day of reckoning 
is at the end when they have spent more than they ought to. And I 
grant you the logic of your argument, Mr. Chairman, entirely. But 
[ start with the proposition that the contract authorization will be 
rather loose and will already make an allowance for a little padding 
of this and that, because the agency wants to be quite sure that it does 
not underestimate the total costs. 

Chairman Dawson. Don’t you think that is done now? Don’t you 
think that they ask for the money they think they will need, and then 
put on a little more for what may happen ? 

Dr. Cotm. Mr. Chairman, that I do believe, and therefore I made 
the proposal that on the basis of experience the total costs of these 
projects, not just for the ensuing year, but for the remaining life, be 
reexamined each year. That is needed only for the major projects 
I am talking about, otherwise the burden would be too great. 

Chairman Dawson. Thank you, Doctor. 

Dr. Comm. Mr. Chairman, I have a few remarks on the other bills 


which you asked me to examine, and I think that will take only a 
few minutes. 


EXECUTIVE AND LEGISLATIVE RESPONSIBILITIES IN THE BUDGET PROCESS 


I believe that budget preparation and budget execution are essen- 
tial to the functions of the President. Program proposals are imple- 
mented by budget proposals and should not be separated from them. 
Through the budget functions the President is enabled to carry out 
his program proposals as well as to exercise his leadership in the 
executive branch of the Government. 

The location of the budget function in the Executive Office of the 
President is a logical outgrowth of the particular form of democracy 
which we have in the United States. Therefore, I do not believe that 
the proposal incorporated in H. R. 2000 would be a step in the right 
direction. 

Nevertheless, the fact that budget preparation and budget execu- 
tion are so vital to the Presidential functions does not diminish the 
congressional responsibilities for budget legislation and control— 
that is for appropriations and the legislative supervision of budget 
execution. Congressional committees should have the services of their 
own staff and the services of the Comptroller General in facilitating 
their work. I do not know whether for these purposes additional 
legislation, as proposed in H. R. 1171 and H. R. 5941, is needed or 
whether such aid can be obtained under existing legislation. 

Congressional committees should also be able to obtain such classi- 
fications of the budget and such special analyses as are needed for 
effective program examination. In view of the special analyses regu- 
larly provided in the budget document on public works, I do not know 
if a provision such as proposed in H. R. 1170 is needed. 

Finally, I do not believe that it would be wise to adopt a law which 
would proscribe Federal expenditures in excess of revenues as pro- 
posed in H. R. 40. Such a law would create rigidities which may be 
undesirable in situations, just short of national emergencies, for which 
provision is made in the bill. It may also be an inducement to extend 
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the present practice of organizing certain Government programs so 
that they remain outside the budget purview. 

The National Planning Association’s statement which I referred 
to previously was also concerned with the relationship between Gov- 
ernment expenditures, revenues, and the national debt. Specifically, 
it recommended that Congress each year adopt a concurrent resolu- 
tion regarding the general magnitude of the budget over a period of 
years, not simply for 1 year, and suggesting broad principles of financ- 
ing. That ties back to the previous proposal of a budget outlook. 

Such a resolution could also consider what changes in the longer 
range programs might be necessary for the purpose “of counterac ting 
business fluctuations. The existence of such a concurrent statement 
of congressional sentiment would encourage an awareness in budget 
determination of the relationship between changes in expenditures, 
taxation, or debt policies, and the requirements for economic stabiliza- 
tion and economic growth. 

Mr. Chairman, if you wish to have the full statement with the names 
of those who have signed it, I will gladly offer it for the record. | 
am referring to the statement I mentioned previously. 

Chairman Dawson. Yes. 

(The statement is as follows :) 


THE NEED FoR FurRTHER BUDGET REFORM 


A Joint statement unanimously adopted by the National Planning Association 
Board, Agriculture, Business, Labor, and International Committee members 
present at 20th anniversary joint meeting of the National Planning Association 
held in Washington, D. C., on December 13 and 14, 1954 


[ 


The budget is a means and not an end. It is a means for aiding in the formu- 
lation and execution of those Government programs for national security and 
well-being which the country needs and can afford. It is a means for developing 
revenue and debt policies. Expenditure, revenue, and debt policies should be so 
interrelated that they promote national economic growth and help in counter- 
acting inflation or deflation. Budget presentation, guides for budget policies, and 
the budget process should all contribute to reaching these ends with a minimum 
of cost to the Nation. 

IT 


Over the last decades considerable progress has been made in presenting the 
Federal budget in a more meaningful and more understandable manner. For 
instance, steps have been taken to transform the budget from the old “line item”’ 
appropriation system to the more meaningful “‘performance” or “program” 
budget recommended by the Hoover Commission. Nevertheless, the budget still 
adds together incommensurable items without proper classification. Cash and 
noncash items, outlays for acquisition of assets and operating expenditures, ex 
penses for semicommercial transactions and administrative expenditures are not 
always clearly separated. Furthermore, certain activities which used to be 
financed with public funds are now financed, at least temporarily, by private 
funds (e. g., certain farm price support operations and lease-purchase contracts 
for the construction of post-office buildings). Therefore, the budget totals and 
subtotals have little economic or financial significance. Arbitrary changes in 
definitions and the organization of programs could result either in substantially 
higher or substantially lower expenditure totals. We need a budget presentation 
which gives clearly defined totals and economically significant subdivisions, 


III 


In recent years it has been increasingly recognized that adherence under all 
circumstances to the rule of an annually balanced budget in its conventional 
form would in all likelihood lead to serious economic disturbances. This is par- 
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ticularly true in a period such as the present when the budget has to bear the 
extraordinary expenditures necessitated by the cold war. In these circum- 
stances, considerations, in part emotional and in a measure realistic, prevent the 
levying of taxes adequate to cover budgetary requirements. 

To move in the direction of meeting this situation, as well as to give effect to 
the growing realization that fiscal policy can exercise a profound influence in 
resisting both inflationary and deflationary movements in the economy, several 
advances have been made or proposed during the last decade for relaxing the 
rigidity of the annually balanced budget rule. 

First, some progress has been made in the use of the so-called consolidated 
eash budget instead of the conventional budget when considering the budget 
totals from an economic aspect. 

Second, there has been wide acceptance of the idea that expenditure and reve- 
nue programs should be so formulated that the consolidated cash budget would 
be balanced or show a surplus under conditions of high employment. This would 
automatically lead to deficits if employment and production remained below a 
full employment level. Such a policy would preclude the taking of perverse 
fiscal measures—that is, measures which would aggravate business fluctuations. 

Third, without taking a position we note that proposals have been made from 
various sources that the budget which should be balanced or have a surplus 
under conditions of high employment should be the cash budget of current 
expenditures. This would mean that certain capital outlays of the Federal 

rnment could be financed by borrowing. 

While these various proposals may move in the right direction, they do not 
establish a close and direct relationship between the economic analysis which 
the President is obliged by the Employment Act to include in his economic report 
and the budgetary and fiscal proposals which are to be presented in the budget 
message under the Budget and Accounting Act. The following paragraphs pres- 
ent for discussion a proposal which would aim at a formulation of budgetary 
and fiscal policies in a longer range economic perspective. Also, it would aim at 
permitting such changes in expenditure and tax programs as would be desir- 
able in order to counteract economic fluctuations. 


IV 


We propose that, in line with the intent of the Employment Act of 1946, each 
economic report should contain an economic projection (including estimates con- 
cerning the Government sector of the economy) covering a number of years and 
showing where imbalances might be likely to develop in the national economy. 
Correspondingly, each budget message should contain a budget outlook cover- 
ing the same number of years and demonstrating the changes in expenditures, 
revenue, and debt policies which would be needed to meet the Government’s re- 
sponsibilities under the Employment Act and to promote a better balance in the 
economy. These estimates would permit deliberation of budget policy for the 
ensuing year in the longer range perspective of several years, and would help in- 
sure that economic trends were taken into consideration. Experience with in- 
formal economic and budget projections made within and without the Govern- 
ment justifies the proposal that they be made a regular feature of official docu- 
ments. 

Vv 


Consideration of the budget in a longer range perspective might make pos- 
sible a greater steadiness in expenditure and tax policies. However, it should 
be recognized that changes in tax legislation or expenditure programs might be 
necessary in order to counteract business fluctuations and, further, that such 
changes should be adopted at early stages of fluctuations in order to forestall 
as far as possible an inflationary or deflationary spiral. 


VI 


In order to increase the flexibility of the budget it would be desirable for Con- 
gress to make some appropriations for nonroutine programs (mainly public 
works) without stringent limitation on the time during which such appropria- 
tions should remain available for spending. The Executive would be authorized 
to speed up or slow down various projects in this category depending on the 
economic outlook. An improved coordination between Federal, State, and local 
policies is needed in order to develop a national public works policy which em- 
braces activities of all levels of government. 
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VII 


A serious deficiency in the budget process is that, at the present time, no 
congressional committee gives specific consideration to the budget as a whole. 
This function should be given to the Joint Committee on the Economic Report 
which, under its present assignment, has to concern itself with budgetary and 
fiscal policies anyway. It might then be renamed the Joint Committee on Eco- 
nomic and Fiscal Policy. The joint committee would then concern itself with 
the overall aspects of the financial program of the Government. It would ex- 
amine the long-term budget outlook proposed by the President in his budget 
message and also any changes in expenditure programs and tax legislation rec- 
ommended by the President for the purpose of counteracting business fluctua- 
tions. The joint committee could either approve or modify the President’s rec- 
ommendations or recommend changes of its own in existing programs. 


Vill 


It would be desirable if the Congress would adopt each year a concurrent 
resolution which would outline the broad order of magnitude of the budget over 
a period of years and the recommended principles of financing. Such a resolu- 
tion could state that there should be an excess of revenue over total expendi- 
tures, or a balance, or that a part of the expenditures should be financed by 
loans. It could also set forth the changes in the longer range program, if any, 
which are considered necessary for the purpose of counteracting business fluctua- 
tions. 

Although such a resolution could not deprive Congress of its power to make 
changes in expenditure programs and tax laws at any time and independently 
of each other, it would encourage a determination of budget policy in line with 
economic requirements and at the same time maintain the awareness of the re- 
lationship between changes in expenditures and changes in taxation or debt 
policies. 

IX 


There may well be a difference of opinion as to whether steps toward further 
Federal budget reform should be taken by Executive order or by legislation. 
But such differences should not be permitted to delay the thorough revision of 
budgetary concepts and methods without which vital decisions affecting national 
security and economic health cannot be made successfully. 

Members of the NPA board of trustees and the agriculture, business, labor, and 
international committees, who were present when this statement was unanimous- 
ly adopted at the NPA 20th anniversary meeting on December 13 and 14, 1954, 
are— 


H. Christian Sonne (chairman, NPA board of trustees), chairman of the board, 
Amsinck, Sonne & Co., New York, N. Y. 

Stanley Andrews, executive director, national project in agricultural communica- 
tions, Michigan State College, East Lansing, Mich. 

Frank App, president, Northeastern Vegetable & Potato Council, Bridgeton, N. J. 

Frank Altschul (chairman, NPA international committee), chairman of the 
board, General American Investors Co., New York, N. Y. 

John A. Baker, legislative secretary, National Farmers Union, Washington, D. C. 

Solomon Barkin, director of research, Textile Workers Union of America, New 
York, N. Y. 

William L. Batt, Philadelphia, Pa. 

Laird Bell, Bell, Boyd, Marshall & Lloyd, Chicago, Il. 

Murray R. Benedict, professor of agricultural economics, University of California, 
Berkeley, Calif. 

John D. Black, professor of agricultural economics, Harvard University, Cam- 
bridge, Mass. 

Louis Brownlow (vice chairman, NPA international committee), Washington, 
DO, 

Eugene Burgess, department of economics and social sciences, industrial rela- 
tions section, Massachusetts Institute of Technology, Cambridge, Mass. 

Harry B. Caldwell, master, North Carolina State Grange, Greensboro, N. C. 

John F. Chapman, associate editor, Harvard Business Review, Boston, Mass. 

Harry W. Culbreth, vice president, public relations, Farm Bureau Insurance Co., 
Columbus, Ohio. 

Joseph W. Fichter, farm consultant, Oxford, Ohio. 
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Clinton 8S. Golden (chairman, NPA Labor Committee), executive director, trade 
union program, Harvard University, Boston, Mass. 

David Heaps, New York, N. Y. 

Marion H. Hedges (vice chairman, NPA Labor Committee), Washington, D. C. 


Oscar Heline, president, Farmers Grain Dealers Association of Iowa, Marcus, 
Iowa. 


Peter Henle, assistant director of research, American Federation of Labor, Wash- 
ington, D. C. 

A. C. Hoffman, vice president, purchasing, Kraft Foods Co., Chicago, Il. 

Joseph D. Keenan, secretary-treasurer, building and construction trades depart- 
ment, American Federation of Labor, Washington, D. C. 


Murray D. Lincoln, president, Farm Bureau Mutual Insurance Companies, Colum- 
bus, Ohio. 


John C. McClintock, assistant vice president, United Fruit Co., Boston, Mass. 

John K. Meskimen, director, Office of Labor Affairs, Foreign Operations Admin- 
istration, Washington, D. C. 

C. Clyde Mitchell, chairman, department of agricultural economics, University 
of Nebraska, Lincoln, Nebr. 

Arthur Moore (vice chairman, NPA Agriculture Committee), the Washington 
Bureau, McGraw-Hill Publications, Washington, D. C. 

Donald R. Murphy (chairman, NPA Agriculture Committee), editor, Wallace’s 
Farmer and lowa Homestead, Des Moines, Iowa. 

George Nebolsine, Coudert Bros., New York, N. Y. 


Eric Peterson, general secretary-treasurer, International Association of Machin- 
ists, Washington, D. C. 


Clarence E. Pickett, honorary secretary, American Friends Service Committee, 
Philadelphia, Pa. 

Morris S. Rosenthal, New York, N. Y. 

Harry J. Rudick, Lord, Day & Lord, New York, N. Y. 


Stanley Ruttenberg, director, department of education and research, Congress of 
Industrial Organizations, Washington, D. C. 


Beardsley Ruml (chairman, NPA business committee), New York, N. Y. 


Theodore W. Schultz, chairman, department of economics, University of Chicago, 
Chicago, Il. 


Ted F. Silvey, National Congress of Industrial Organization Headquarters, 
Washington, D. C. 


Lauren K. Soth (vice chairman, NPA agriculture committee), The Des Moines 
Register and Tribune, Des Moines, Iowa. 

Robert C. Tait, president, Stromberg-Carlson Co., Rochester, N. Y. 

Wayne Chatfield Taylor, Heathsville, Va. 

Howard R. Tolley, Alexandria, Va. 


Marcel J. Voorhies, vice president emeritus, American Sugar Cane League, Baton 
Rouge, La. 


Ralph J. Watkins, director of research, Dun & Bradstreet, Inc., New York, N. Y. 
Edward H. Weyler, secretary, Kentucky State Council of Carpenters, Louisville, 

Ky. 
tecuees A. Wimpfheimer, chairman of the board, American Velvet Co., Stoning- 

on, Conn. 

David J. Winton, chairman of the board, Winton Lumber Co., Minneapolis, Minn. 

Arnold 8S. Zander, international president, American Federation of State, County, 
and Municipal Employees, American Federation of Labor, Madison, Wis. 

J. D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif. 

Dr. Cotm. The National Planning Association has suggested that 
such a resolution might be prepared by a Joint Economic and Fiscal 
Committee. This Committee would combine the functions of the Joint 
Economic Committee with certain of the functions which, in the Re- 
organization Act of 1946, were assigned to a Joint Committee on the 
Legislative Budget. This proposal is in no way incompatible with 
the proposed establishment of a Joint Committee on the Budget, which 
is simply a cooperation between Senate and House Appropriation 
Committees. I am referring to Senate bill 1585. 

This joint committee, as I understand it, would be composed of 
members of the Senate and House Appropriations Committees and is 
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designed primarily to assist the Congress in maintaining a more eflec- 
tive control over the expenditures of the Government. 

Mr. Chairman, I regret that my testimony has been somewhat skepti- 
cal with respect to the specific bills which you have under considera- 
tion, even though I admitted a great virtue in one of these bills which 
vou have discussed. 

I assure you that that does not reflect a skeptical attitude with re- 
spect to the objectives which these proposals are intended to serve; 
rather, it is my hope that the work of this committee will result in 
a very much needed improvement in budget preparation, budget legis- 
lation and budget execution. 

Thank you. 

Chairman Dawson. Congressman Brown. 

Mr. Brown. I regret that I was tied up where I couldn’t get here 
at the beginning of the hearing. But I have read Dr. Colm’s state- 
ment here rather hurriedly, I will admit. As I understand it, you 
are opposed to the bills that are pending here before the committee 
which would put the budget on—— 

Dr. Cotm. Mr. Brown, as [ explained earlier—although perhaps it is 
not very clearly expressed here, I hope I made it clear in what I added 
to the statement—lI see a great virtue in one feature of the accrued 
expenditure bill. 

Mr. Brown. You are for the objectives, also? 

Dr. Cotm. Yes; namely, that it compels the congressional commit- 
tees, and the executive branch, to take a look each year at these long- 
range projects. That, I think, is an essential feature ; and in any legis- 
lation, which I personally would believe is in the interest of these objec- 
tives, I would hope this feature would be maintained. 

I have skepticism about other features. 

Mr. Brown. Yes, I understand. I read this. 

Mr. Chairman, did the witness identify himself and the association, 
as to who and what the association 

Chairman Dawson. He identified himself, he gave his background. 

Mr. Brown. What about the planning association? What is this 
association ? 

Chairman Dawson. Would you enlarge upon that? 

Dr. Cotm. The National Planning Association is a nonprofit and 
nonpartisan—— 

Mr. Brown. We have a lot of those. Who is behind it, who set it 
up, who operates it ? 

Dr. Cotm. The chairman of the board of trustees is Mr. Christian 
Sonne. 

Mr. Brown. Who? 

Dr. Cotm. Christian Sonne. 

Mr. Brown. Whois Mr. Sonne? 

Dr. Cotm. He has been active all through his life in business, par- 
ticularly in importing. He was in the business, I think, of coffee 
plantations, among other interests, and has been a prominent mer- 
chant, banker and businessman. 

Mr. Brown. What is the purpose of your association ? 

Dr. Cotm. Mr. Brown, the purpose of the organization is to take 
up vital issues in the economic field, discuss them with leaders in agri- 
culture, business, labor, and outstanding professional people, and try 
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to find out where there is a common ground and to identify remaining 
differences. Where there are differences, research work is often done 
in order to clarify these differences and to see if, perhaps after some 
more clarification has been done, there can be a meeting of minds. 
We well know that in our life there are often differences remaining 
and to that extent the organization serves to make clear what these 
differences are. 

Mr. Brown. Let me ask you: How many members do you have on 
your board of trustees ? 

Dr. Cotm. On the board of trustees I would say are about 40 or 

45 people. 

Mr. Brown. And how many members do you have in your organiza- 
tion ? 

Dr. Cotm. The association has a few thousand, I don’t know the 
exact number, individual members; that is, $10 members 

Mr. Brown. How is it financed 

Dr. Cotm. May I just respond to your first question ’—and has in 
addition a considerable number of corporate members; that is, corpo- 
rations which pay around $100. Individual members pay $10, 

Mr. Brown. It is financed by $100 contributions from corporations 
and $10 from individuals ? 

Dr. Com. Yes, sir. 

Mr. Brown. Does your association go out and solicit membership 
and solicit contributions? 

Dr. Coum. Well, in a way it does. 

Mr. Brown. How many do you have on your staff, in your main 
office ¢ 

Dr. Cotm. We have in the main office about 25 or 30 people, but in 
order to complete the answer to your question about financing: About 
one-half of the financing does not come from these sources but comes 
from foundations for specific projects the organization carries on. It 
has a study now completed on appraisal of technical assistance in Latin 
America. It has a study on the budget which is financed by the Merrill 
Foundation. 

Mr. Brown. Mellon? 

Dr. Coirm. No—Merrill. 

Mr. Brown. Merrill ? 

Dr. Cotm. Merrill Foundation. And there is one project about the 
East-West problem, which is financed by the Rockefeller Foundation. 
These projects account for about one-half, if not a bit more, of our 
budget. And when I said we have 25 or 30 people, that does not in- 
clude the research workers and the consultants who are working on 
these specific projects. 

Mr. Brown. In other words, the research assistants and consultants 
are more or less of a temporary nature, part-time nature? 

Dr.Cotm. Those are for 1 year or 2 years. 

Mr. Brown. About how many economists or researchers do you 
haye out of your 25 or 30 full-time employees? 

Dr. Cotm. I am afraid all the economists are in this room. Mr. 
Manuel Helzner, behind me, my assistant, and I. 

Mr. Brown. I am asking these questions because we would like to 
know. We find in Congress now and then, later on, that we have 
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heard witnesses or talked to somebody about whom we weren’t clearly 
informed as to just who they were, who they represented. I think, as 
a matter of record, we ought to know, Mr. Chairman. Let me ask you 
one final question, and this is not for the purpose of embarrassing any- 

body or reflecting upon anyone. But does your organization engage 
in any lobby work of any kind? Are you registered as lobbyists? 

Dr.Cotm. No, absolutely not. 

Mr. Brown. That is fine. 

Dr. Cotm. We have appeared here on request of the chairman; as a 
matter of fact, in a special call to Mr. Henderson I made it very clear 
that we are appearing only on your request. We have never appeared 
at our own request. In fact, we are even not permitted to send you 
copies of our publications unless you ask for them. 

Mr. Brown. It substantiates your position. That is what I am 
trying to do. 

Dr. Coitm. I can send you one of our publications, if you ask for it. 

Chairman Dawson. The publication that you send, would it be this 
one [indicating | ? 

Dr. Cotm. I didn’t send it to you. Perhaps the staff 

Chairman Dawson. I am asking if we did ask, because I am about 
to ask. 

Mr. Henverson. We bought that. 

Chairman Dawson. I learned that this one was bought. 

Mr. Brown. No other questions. 

Dr. Cotm. If you request, Mr. Chairman, we are happy to send 
each member of the subcommittee a copy. 

Chairman Dawson. We appreciate that. 

Mr. Brown. May I say, the longer you serve in Congress the more 
careful you are to know who it is you are talking to. 

Dr. Cotm. I appreciate that very much. 

Mr. Brown. I think it is something every committee and Member 
of Congress should do, make certain just who it is that appears be- 
fore us. 

Dr. Cotm. Yes, sir. Do you wish in the record a list of the mem- 
bers of our board of trustees ¢ 

Mr. Brown. No. 

Dr. Cotm. You will find some prominent businessmen and labor 
leaders. 

Mr. Brown. You have satisfied me, sir. 

Dr. Cotm. Thank you. 

Chairman Dawson. Any questions? 

Mr. Henverson. No. 

Mr. Laniean. No. 

Chairman Dawson. Thank you very, very much, Doctor. 

Our next witness wil be our friend from the General Accounting 
Office, who has been most patient and who has ever been of service 
to this committee whenever requested. I want to express my personal 
regret that he had to spend so much time with us, but he knows that 
is appreciated. It is the type of cooperation we have gotten from 
the General Accounting Office in the past. 

We will now hear from Mr. Keller, who is assistant to the Comp- 
troller General. 
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STATEMENT OF ROBERT KELLER, ASSISTANT TO THE 
COMPTROLLER GENERAL 


Mr. Kerrier. Thank you very much, Mr. Chairman. It is m 
understanding that you wish me to discuss H. R. 1171 and H. R. 5941. 

Chairman Dawson. H. R. 1171 has been abandoned in favor of 
H. R. 5941. So we would appreciate—that is, the author asked us to 
abandon that. 

Mr. Ketier. All right, sir. 

Mr. Chairman and members of the subcommittee, H. R. 5941 would 
amend section 206 of the Legislative Reorganization Act by adding 
two new subsections, “b” and “ce.” Subsection b would require the 
Comptroller General to make investigations and reports concerning the 
estimates and justifications for any items submitted in the budget 
when requested to do so by the chairman of the House or Senate Ap- 
propriations Committee. Subsection ec would authorize the Comp- 
troller General to employ personnel to make such investigations and 
reports without regard to civil service laws, rules, regulations, or the 
Classification Act, as amended. 

If the Congress wants the General Accounting Office to make ex- 
aminations of budget estimates, the legislation proposed by H. R. 
5941 seems to us to be workable and practical. Our work would be 
limited to cases where the chairman of the House and/or Senate Ap- 
propriations Committee deems it necessary. 

The extent to which we would need the authority proposed by H. R. 
5941 to employ personnel without regard to civil service laws and the 
Classification Act depends, of course, on the number and nature of 
requests for investigations we receive from the appropriations com- 
mittees. We believe it is essential to have such authority, at least 
for several years, in order to be assured that we will be in a position 
to comply with the requests received. 

We can assure the members of this subcommittee and the Congress 
that such authority would be used only to the extent deemed absolutely 
necessary. 

We might point out that the Comptroller General is now authorized 
by section 312 (b) of the Budget and Accounting Act, 1921, to make— 
such investigations and reports as shall be ordered by either House of Congress 
or by any committee of either House having jurisdiction over revenue, appropria- 
tions or expenditures. 

The General Accounting Office has done a great deal of work under 
the authority of section 312 (b), and if a request was received from 
the Committee on Appropriations of either House for an investigation 
and report on specific items in the budget estimates, the General Ac- 
counting Office would comply with such a request within the limita- 
tion of personnel available to do the job. 

Our special examinations and reports, under section 312 (b), to- 
gether with our regular audits and reports, including a special annual 
summary report of significant findings to the House Appropriations 
Committees, while not dealing specifically with budget estimates, con- 
tain a wealth of material which is reviewed by the Appropriations 
Committees in their consideration of the executive agency budgets. 

We feel, however, that notwithstanding the provisions of 312 (b), 
if it is the desire of the Congress that the General Accounting Office 
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make a substantially increased number of investigations concerning 
budget estimates and justifications, more or less as a regular duty of the 
Office, it would be desirable that the specific authority be enacted into 
law as proposed in H. R. 5941. 

Since H. R. 5941 would add two new subsections to section 206 of 
the Legislative Reorganization Act of 1946, we think that this would 
be a most opportune time for this committee and the Congress to re- 
view the present section 206, which, under H. R. 5941, would become 
subsection “a,” 

This section now authorizes and directs the Comptroller General 
to make an expenditure analysis of each agency in the executive 
branch of the Government, including Gover nment cor porations, which, 
in the opinion of the Comptroller General, will enable the Congress 
to determine whether public funds have been economically and effi- 
ciently administered and expended. 

The General Accounting Office neither advocated nor opposed the 
inclusion of the present section 206 in the Legislative Reorganization 
Act of 1946, but we have consistently pointed out that if it is the desire 
of the Congress for the General Accounting Office to make the special 
analysis contemplated by that legislation, it could not be done within 
our regular appropriations. We have not pressed the Congress for 
funds to implement the work, contemplated by the present section. 
because of the apparent feeling of the Congress, as indicated by the 
legislative action on our appropriation request, and the prac tical diffi- 
culties of performing fully the work which we understand to be re- 
quired. 

The purpose of our comprehensive audit is to determine how well 
an agency or activity under audit has carried out its financial re- 
sponsibilities. In carrying out our audit or other work we are con- 
stantly on the lookout for situations which indicate inefficiency or un- 
economical operations, and when the facts are sufficiently developed 
they are included in our audit reports. Significant items developed 
in this way are summarized in an annual report to the House Appro- 
priations Committee to assist that committee in considering the bud- 
gets submitted by the agencies as a basis for proposed appropriations. 

However, we have not carried out the detailed work required by the 
present section 206 as a separate activity or function. In effect, sec- 
tion 206 requires repetitive reports on each executive agency. We do 
not think that such an approach is possible of accomplishment. We 
believe the more practical approach is the further development of mat- 
ters indicating inefficiency or uneconomical operations as a part of our 
audit work, with special examinations and reports dealing specifically 
with economy and efficiency of agency operations to be made upon 

request of the Committees on Appropriations or the Committees on 
Government Operations of the Senate and House of Representatives. 

The background information regarding the present section 206 is 
set out in detail in House Report No. 2264 of the 84th Congress, and 
in our comments thereon contained in a report dated November 1, 1956, 
to the chairman of this committee. House Report No. 2264 was pre- 
pared by a Spec ial Subcommittee on the General Accounting Office 
of the House Committee on Government Operations. The subcom 
mittee requested the Comptroller General to make a thorough review 
of the position of the General Accounting Office with respect to sec 
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tion 206 and to recommend its repeal, modification, or implementation, 
depending upon which course of action appeared desirable. 

After making that review we recommended in our comments on 
House Report No. 2264 that the present section be amended to author- 
ize the Comptroller General to make examination of expenditures of 
public funds by the executive agencies to the extent he deems necessary, 
or upon request of the chairmen of the Committees on Appropriations 
or the Committees on Government Operations of the Senate or the 
House of Representatives. 

The specific language to accomplish this was included in our report 
on H. R. 5941. 

Thank you, Mr. Chairman. 

Chairman Dawson. Mrs. Harden ? 

Mrs. Harpen. I haven't any questions at this time, Mr. Chairman. 
But I do want to thank Mr. Keller for coming over and for your very 
interesting and informative statement. 

Mr. Kenzer. Thank you, Mrs. Harden. 

Mrs. Harpven. Mr. Chairman, I regret that I have another com- 
mittee meeting at this hour. I will have to be excused. 

Thank you. 

Chairman Dawson. Mr. Brown? 

Mr. Brown. [have no questions. I think it is a very good statement. 

Chairman Dawson. I have a couple of questions | want to ask Mr. 
Keller. They may not bear specifically on these bills. 

Remember the Government Operations Committee requested you to 
audit the Federal Reserve? 

Mr. Ketier. Yes, sir; I recall that. 

Chairman Dawson. I am trying to determine whether under exist- 
ing law this agency isn’t included within the language that you read 
today, of commissions, and so forth. and corporations of the Govern- 
ment, in your judgment. 

Mr. Ketier. Mr. Chairman, | don’t think there is any doubt that 
under section 312 (b) of the Budget and Accounting Act of 1921, that 
a request could be made by the Committee on Government Operations 
for us to examine the Federal Reserve System, in fact, such a request 
was made by the Committee on Government Operations. 

The very practical difficulty was that we cannot carry out a request 
of that type without the complete cooperation of the agency on the 
receivingend. An audit of the Federal Reserve Board and the Federal 
Reserve System is not like making an audit of the gasoline station 
down on the corner, where, by invoking the powers of this committee, 
perhaps, the records could be subpenaed, and an audit made. 

There was a question by the Federal Reserve people as to whether or 
not the request should be complied with. 

Chairman Dawson. Aren’t there certain moneys to be paid into 
the Treasury of the United States under certain circumstances in the 





legislation setting up the Federal Reserve / 
| Mr. Ketier. I haven’t been over the matter recently, Mr. Chair- 


man, but, as I recall, the law requires the Federal Reserve banks to 
| pay 90 percent of net earnings after dividends into the Treasury. 
[ do not recall the details. 

Chairman Dawson. Do you know whether any is paid annually 
into the Treasury / 
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Mr. Ketuer. I am certain payments are made, but I do not recall 
the amounts. 

Chairman Dawson. And do you know whether any audit has ever 
been made to determine at any time what those sums paid into the 
Treasury were based on ? 

Mr. Keier. An audit has not been made by the General Account- 
ing Office, because we interpret the 1933 Banking Act as precluding 
an audit by the General Accounting Office. It is not something we 
would normally look into as a part of our regular duties. 

Chairman Dawson. Not as a part of your regular duties ? 

Mr. Ketter. No, sir. 

Chairman Dawson. Getting back to the legislation before us, H. R. 
5941, Congressman McCarthy introduced it with the idea that if 
this bill was passed and the General Accounting Office had a sufli- 
cient staff, the Congress could be placed relativ ely i in the same posi- 
tion as the Bureau of the Budget to discuss the estimates in front. We 
would have some knowledge. As it is, all we do is receive the esti- 
mates from the budgeting office. Well, they have their large staff, 
they have gone into them, they have spent great amounts of time 
doing it, and it seems to some that the Congress is at a decided dis- 
advantage in meeting the responsibility that is on our Appropriations 
Committee to appropriate that money. They do it upon the requests 
of the estimates made—of course, they don’t have to do it. They are 
the people’s representatives and they are the ones who ought to deter- 
mine how much should be appropriated. But they find themselves 
at a disadvantage in doing it in reviewing the suggestions and estimates 
of the Bureau of the Budget. 

There are those who feel that, if the General Accounting Office were 
given this additional legislative authority, along with the staff to do 
this work, the C ongress would be in a better position to justify their 
actions in regard to the budget as such. I think the legislation has 
a good purpose. I don’t think it would—I have been told that it 
would not seriously increase the number of employees necessary, and 
wouldn’t add too great an additional cost in recognition of the bene- 
fit to the Congress, itself. 

Have you any comments to make upon what I have said? 

Mr. Brown. May I comment there, first, before he comments, be- 
‘ause he can answer my query, too, as well as yours, at the same time. 

If I understood correctly the testimony given by Mr. Cannon, chair- 
man of the Appropriations Committee, before the Rules Committee, 
to which we referred—at that pues if I remember correctly, and 1 
have no desire to misquote Mr. Cannon or put him in any embarrass- 
ing position—he testified then that he borrowed, on a reimbursable 
basis, the people that he needed, or his Appropriations Committee 
needed, to make studies and investigations of various agencies of the 
Government, and I am sure that he. included in that list the General 
Accounting Office, and that, if so, the Appropriations Committee is 
already availing themselves of the services of the General Accounting 
Office when they think they need it or require it; is that correct or 
not ? 

Mr. Ketier. Yes, sir. The number of people varies from year to 
year. 

Mr. Brown. According to what the Appropriations Committee 
think they need? 
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Mr. Ketter. That is right. Last year, as I recall, we had a total of 
16 people on loan to the House Appropriations Committee, not all at; 
the same time. Two or three years ago we had as high as 30 people 
during the budget season. I might say, in the last year, most of the 
work that has been done by our people, or the assignments that they 
were given, has been to assist the surveys and investigations staff of 
the House Appropriations Committee, which usually carries out spe- 
cific projects that are assigned to it by the committee as a whole. It 
has been an implementation of the staff to that extent. 

Mr. Brown. I agree with the chairman, of course—— 

Mr. Ketier. I might say, it hasn’t been reimbursable. 

Mr. Brown. It hasn’t been? 

Mr. Ketter. No, but we are not asking for reimbursement. 

Mr. Brown. Is there any question as to the—it is Mr. Cannon’s tes- 
timony, it hasn’t been me. I feel there is a great deal to what the 
chairman has said on the advisability of this. The only query in my 
mind is whether or not the Appropriations Committee is already 
doing it. If they are, I don’t want to force any more help on them. 

Chairman Dawson. According to the testimony, they don’t have the 
staff to assign to this work, just like in the Budget Bureau those peo- 
ple are working 2 years ahead. 

Mr. Brown. I agree fully with the desire and the value of such a 
service. The only question in my mind is—and I think we ought to 
find out, Mr. Chairman, from the Appropriations Committee—whether 
or not they are using all the people that they would use if we pass 
this legislation. 

Chairman Dawson. If we pass this legislation, then they would not 
be reauired to call upon them to send them certain specific people for 
investigations. 

Mr. Brown. I know. But if this legislation would result in more 
work being done than the Appropriations Committee feels is neces- 
sary, then we would be in a rather peculiar position. 

Chairman Dawson. They do more work than the Appropriations 
Committee placed on them, relative to working on the budget; the 
question would be up to the General Accounting Office. Instead of 
having to borrow men, you have men whose duty it would be to do it. 
They would look forward to doing it, they would be devoted to it. 

Mr. Brown. You don’t get my point, Mr. Chairman. 

Chairman Dawson. Maybe. 

Mr. Brown. I don’t want to have people employed and designated 
to do a certain thing if what they do is not used by the proper com- 
mittees of Congress. In other words, if we get no worthwhile results 
from such a thing. 

Chairman Dawson. I see. 

Mr. Brown. I feel very strongly, just as you do, that it would be 
well to have that information, providing we can make certain that it 
will be beneficial and be used. 

Chairman Dawson. To that extent, we will have to consult with the 
Appropriations Committee. 

Mr. Brown. Seemingly part of the argument is that the Appropri- 
ations Committee is getting all the help they need now, and whether 
they have used all the money that the House appropriated for special 
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investigation and study and work, I don’t know. At least I didn’t get 
the answer to my satisfaction, although Mr. Cannon insists to me that 
he did answer it. 

I think before we would provide any greater staff or appropriate 
any further money for that purpose, we ought to know whether the 
Appropriations Committee—— 

Chairman Dawson. I have asked Mr. Cannon and Mr. Taber and 
other members of the Appropriations Committee to testify on this 
question when they appear to testify on the other. 

Mr. Brown. That is fine. 

Chairman Dawson. They were to testify today, but they couldn’t 
get away, they had a number of other witnesses. So we are going to 
continue these hearings until we can hear from them, because I think 
it is important that they come before this committee and state their 
views on the question you just asked, and also hear them state their 
views on this other legislation. 

Mr. Brown. We have had testimony last year on that, I think our 
record shows their position. 

Chairman Dawson. They have advised us, Mr. Brown, I will con- 
sult you on a matter of procedure—they have advised that they can’t 
attend because of the press of work; that we take their testimony as 
of last year and use it in this hearing as their attitude now. 

Mr. Brown. It is my understanding that they sent Mr. Mahon over 
to represent the Appropriations Committee. 

Chairman Dawson. I didn’t have that understanding because Mr. 
Taber wanted to be here and wanted to testify. So we will continue to 
further call to ascertain their desires and wishes in the matter, 

Is that O. K. with you? 

Mr. Brown. Sure. 

Chairman Dawson. Ladies and gentlemen, we certainly thank you 
for your interest, and I will ask if there is anybody present who would 
like to make any contribution to what you have heard before this 
committee, or give us some idea of your viewpoint on it. We want 
to hear from everybody, because I don’t know what Congress is going 
to do. 

Mr. Tabert was looking for Mr. Brown the last time. 

Mr. Brown. Since yesterday, I will not predict. [Laughter.] 

Chairman Dawson. I know Mr. Tabor is looking for you, Mr. 
Brown. 

Mr. Ketier. Mr. Chairman, may I clarify one point on the Mc- 
Carthy bill. 

Chairman Dawson. Yes. 

Mr. Ketter. In carrying out the McCarthy bill, we would not auto- 
matically go into the work, but only when requested by the committee. 

Mr. Brown. But if you have already been requested and are being 
requested and are doing it, then perhaps additional legislation to 
clutter up the books is not necessar y. 

Mr. Kener. I might say-—— 

Mr. Brown. If you are not going to do it unless you are asked any- 
how, then that wouldn’t be necessar y! 

Mr. Ketirr. That is right, and I don’t think we should. I might 
say that our work at least to date has not emphasized examination 
of the budget estimates; in other words, it has usually been a par- 
ticular investigation such as procurement. 
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Mr. Hrenperson. May I ask a question ? 
Chairman Dawson. Mr. Henderson. 

Mr. Henverson. Mr. Keller, on the matter of the Federal Reserve 
Bank, you referred to two situations : One, the Banking Act, and 
two, the lack of cooperation from the agency concerned. 

Mr. Ketirr. Perhaps I should not have said lack of cooperation, 
Mr. Henderson. I would call it a disagreement, let’s put it that way, 
a basic disagreement. 

Mr. Henpverson. A basic disagreement on whether or not you have 
the right to make the audit; is that it ? 

Mr. Ketirr. I think it went deeper than that. I am sure the records 
of this committee will show that was a disagreement as to whether 
this Committee had the right to request the audit, and whether the 
Board had authority to agree to the audit. 

Chairman Dawson. I am interested in any institution created by the 
Congress and given certain duties to perform 

Mr. Brown. Off the record. 

Chairman Dawson. Off the record. 

( Discussion off the record.) 

Chairman Dawson. On the record. 

Mr. Keiirr. If my statements on the other bills are not already 
in the record, I would like permission to put them in. 

Chairman Dawson. Surely. Without objection, that will be done. 
(The statements are as follows :) 








STATEMENT OF Rospert F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL, ON 


H. R. 758, H. R. 2494, H. R. 2780, H. R. 3379, H. R. 3961, H. R. 4117, H. R. 4443, 
H. R. 4500, and H. R. 5897 






Nine bills have been introduced in the House during the present session on the 
subject of stating proposed appropriations on an annual accrued expenditure 
basis. These bills are H. R. 758, H. R. 2494, H. R. 2780, H. R. 3379, H. R. 3961, 
H. R. 4117, H. R. 4443, H. R. 4500, and H. R. 5897. All of the bills are designed to 
sarry out recommendations Nos. 7 and 17 of the Report on Budget and Account- 
ing of the Second Hoover Commission. These recommendations are: 

“Recommendation No. 7: That the executive budget and congressional appro- 
priations be in terms of estimated annual accrued expenditures, namely, charges 
for the cost of goods and services estimated to be received. 

“Recommendation No, 17: That each department and agency be authorized to 
maintain a single account under each appropriation title or fund for controlling 
the amount available for the liquidation of valid obligations.” 

Since all of the bills are intended for the same purpose we would like to 
comment on the basic considerations rather than on any technical differences in 
the individual bills. Our comments on these differences will be found in our 
individual reports to this committee. 

The bills under consideration provide for the submission of requests for ap- 
propriations on an annual accrued expenditure basis, with certain exceptions. 
Under this method, appropriations proposed by the agencies would be stated 
in terms of the charges for goods and services to be received during the budget 
year and payments otherwise authorized by law to be made during that same 
year. In other words, the amount of each proposed appropriation would repre- 
sent the estimated amount of financing required for the program of work to be 
conducted during the budget year. 

The proposed legislation provides that any accrued expenditures charged to 
the appropriation for a fiscal year but not paid during such year shall be merged 
with the similar appropriation for the next year to constitute a single account 
for disbursing purposes. The latter provision covers the accounts payable on 
June 30 of any year for goods and services received during that year. Any re- 
maining balance of the appropriation shall cease to be available after the end of 
the fiscal year. 

We endorse the principle of stating appropriations on an annual accrued ex- 
penditure basis, together with the furnishing of cost data to the Congress as 
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provided by Public Law 863, approved August 1, 1956, and believe that it would 
provide great impetus to improved correlation of programing, budgeting, ac- 
counting, and funding of authorized Government activities each year. Congres- 
sional control of costs and expenditures can only be achieved by the maximum 
utilization of many tools. The stating of appropriations on an accrued expendi- 
ture basis can be a very important tool for the Congress. 

This basis of stating appropriations is a natural extension of the cost budget- 
ing enacted in Public Law 863. Under that provision of law, the agencies will 
prepare annual budgets which will show the estimated costs of the authorized 
programs and the inventories and other assets available for use in the perform- 
ance of the programs. Budgets on this basis provide needed tools for manage- 
ment and control of Government programs and activities in terms of annual and 
total costs. 

However, sinee the present basis of stating appropriations is in terms of obligat- 
ing authority, i. e., the amount of funds to be earmarked for contracts and 
orders covering current and future deliveries of goods and services, the amounts 
of the appropriations requested for any year under the present method are not, 
in many cases, closely related to the cost of planned performance under the 
programs during that year. This results in large carryovers of appropriation 
balances from year to year. The 1958 budget contains requests for appropria- 
tions and other obligating authority totaling $73.3 billion. This, in addition 
to a $70 billion balance of appropriations and other obligating authority carried 
forward from prior years, results in $143.3 billion proposed to be available to 
the agencies during 1958, with actual expenditures estimated at $71.8 billion. 

The budget surplus or deficit is determined annually based on the difference 
between annual receipts and expenditures. But the appropriations, on the pres- 
ent basis, are in terms of obligations against the current and future years. Es- 
tablishing a direct correlation between annual appropriations and expenditures 
vests in the Congress and the President a greater opportunity to control the 
level of operations during a particular budget year on the basis of conditions 
existing in that year. 

As matters now stand, Congress has little control over spending once the funds 
are voted, and the President has limited control over spending after apportion- 
ments of authority to incur obligations are made by the Budget Director to the 
agencies. The present situation stems from the fact that congressional control 
through the appropriation of funds and Budget Bureau control through appor- 
tionments are both stated in terms of authority to obligate rather than budgeted 
work plans for the cost of goods and services estimated to be received by the 
agencies. 

This does not measure currently the cost of progress or performance where 
long lead-time items are involved. It is only when a program is totally completed 
that obligations approximate costs and then only if all resources have been con- 
sumed. Under the annual accrued expenditure basis of appropriations, Congress 
would base its appropriations of funds on the annual costs in relation to the 
accomplishments obtained and to be obtained for those costs, in the light of 
current conditions and the inventories and other assets on hand, after considering 
the total estimated costs of a program. 

We believe that total estimated costs should be considered by both the agencies 
and Congress before a program is initiated in the Government and while a pro- 
gram is being performed. All of the present safeguards of consideration and con- 
trol of total program costs are retained under the annual accrued expenditure 
basis of stating appropriations. Indeed, they are improved because, in addition 
to providing for consideration of the total estimated cost, this method of deter- 
mining appropriations provides a means of direct congressional control over the 
yearly segments of planned performance. The proposed method provides for an 
orderly review by the Congress of the amount of funds needed in any year in rela- 
tion to the year-by-year accomplishments and their costs as compared to each 
year’s estimated performance and estimated costs, as well as the continuing 
need of the program in relation to current national and international conditions. 

An examination of the present-day practices in the long lead-time areas (for 
example, in procurement, construction, and research and development) involy- 
ing extensive reprograming, a multitude of changes in engineering plans and 
specifications during the period of production of many items, and other factors, 
discloses the necessity for controlling total costs in terms of annual accrued ex- 
penditures. Because of these inherent factors in the operations involved, cost 
budgets as provided by Public Law 863, teamed with appropriations on an accrued 
expenditure basis, would provide a type of continuing budget presentation that 
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would bring out the adequacy of management planning or the lack of it and would 
give the Congress an opportunity to have a voice in setting the level of opera- 
tions from year to year. 

It is inherent in the proposed annual accrued expenditure basis of stating ap- 
propriations that congressional authority be granted as necessary on long 
lead-time items for the issuance of contracts which precede the phase of opera- 
tions covered in an annual accrued expenditure appropriation. The Hoover Com- 
mission noted this necessity in its discussion preceding its recommendation No. 7. 
We believe that the necessity for forward planning authorizations, both as to 
timing and amount, should be determined by the Congress as circumstances may 
warrant. Of course, under whatever method may be employed in granting such 
authorizations, the need for them would be subject to annual review from the 
standpoint of the costs and accomplishments, both completed and projected, and 
the proposed annual accrued expenditure appropriation. 

This authority has been exercised in the past by the Congress in the form of 
“contract authorizations.” The authority to include requests for such contract 
authorizations in the budget, which is contained in the present section 201 of 
the Budget and Accounting Act, 1921, in view of the definition of the term “ap- 
propriation” contained in section 2 of that act, will not be abrogated by the pro- 
visions of these bills. 

It is a significant fact, however, that heretofore both the “contract authoriza- 
tions” and subsequent appropriations “to liquidate contract authorizations” were 
stated in terms of obligational authority. Under the annual accrued expendi- 
ture basis of stating proposed appropriations, any necessary authority to enter 
into contracts and orders for future delivery of goods and services would be stated 
on the obligational basis but the appropriation of funds would be stated annually 
in terms of the accrued expenditures for the year based on the more precise plan- 
ning possible on a year-by-year basis of planned performance. 

The need for contract authority, or any other form of obligational authority, 
in conjunction with annual appropriations on the accrued expenditure basis, 
is limited to the areas of operations where forward contracting is required to 
provide an orderly flow of product. It will not ordinarily be required for salaries, 
allowances, travel expense, and other current administrative expenses. 

A question has been raised recently as to whether the granting of contract 
authority for long lead-time programs in an appropriation bill would be contrary 
to rule XXI of the Rules of the House of Representatives and rule XVI of the 
Standing Rules of the Senate and, therefore, subject to a point of order. The 
bills under consideration relate solely to the manner in which the requests for 
appropriations shall be stated and, therefore, provide no procedures as to the 
manner in which the Congress should make the appropriations or grant the 
contract authority. We have assumed that the contract authority generally 
would be included in appropriation bills, but it appears that a point of order 
could be made in such case, This is a matter which should receive serious 
consideration by your committee and the Congress. 

The determination of appropriations on the annual accrued expenditure basis, 
with concurrent authority to enter into contracts to insure orderly future 
deliveries of long lead-time items, is in no way detrimental to the interests of 
contractors. They would be paid for performance just as they are now, the only 
difference being that such payments would be made out of the funds appropriated 
by the Congress for that year and not out of funds appropriated in some past year. 

The Government's liability to a contractor under a canceled or terminated 
contract would be no different than the Government's liability in similar circum- 
stances under the present method of stating appropriations in terms of obliga- 
tions. If, in the considered judgment of a Congress, a program entered into 
by an agency should be curtailed or eliminated in the best interests of the 
United States, the unperformed portion of the contract would be canceled and 
undoubtedly the Congress would, if necessary, appropriate funds to pay for 
the termination, 

The year-by-year congressional control of program performance, inherent in 
the annual accrued expenditure basis of stating appropriations, provides the 
Congress with an improved current and continuing tool for exercising restraint 
over contracting on a program when actual costs are substantially exceeding 
the original estimated costs, when performance is lagging behind schedule, or 
when the conditions under which the program was originally approved have 
changed substantially. 

In view of the changes that are required in many agencies to place into effect 
the accrual accounting and cost budgeting practices authorized by Public Law 
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863, which are necessary to support appropriations on an annual accrued 
expenditure basis, we endorse proposed subsection 201 (c) that permits flexibility 
in the timing of the change in the method of stating appropriation requests. 
It is believed that it is essential to approach such a change on the basis of 
individual programs or appropriations rather than any sweeping across-the- 
board plan. 

First of all, the successful use of these practices presumes a basic foundation 
of adequate accounting and the ability to program effectively. These funda- 
mentals do not exist in a number of significant areas. To endeavor to adopt the 
annual accrued expenditure basis of appropriation before the groundwork is 
laid for it could only lead to confusion and unsatisfactory results. 

Moreover, the greatest advantages to be attained are in the areas of operations 
involving the long lead-time commitments, such as in major procurement, con- 
struction, and research and development. ‘These appropriations are relatively few 
in number and it is logical to prove the value to Congress and the executive 
branch of the revised practices in such areas before complete adoption of the 
practices, governmentwide, in the areas where the advantages to be gained are 
significantly less. The selection of areas to be converted and the timing of the 
changes should be a matter of mutual determination by the Congress, the budget 
Bureau, and the individual agency. 

We believe that the proposed legislation, if effectively implemented, would 
provide both the President and the Congress much greater control over Federal 
expenditures. We recommend its favorable consideration. 


Chairman Dawson. If there are no other questions, Mr. Brown, then 
this hearing will stand adjourned until further call. 

Thank you, those who have been so patient. 

(Whereupon, at 11:38 a. m., Friday, April 5, 1957, the subcommittee 
adjourned, subject to the call of the Chair. ) 

(The following letter was subsequently received by the subcom- 
mittee :) 


COMMITTEE FOR ECONOMIC DEVELOPMENT, 
Hartford, Conn., April 17, 1957. 
Congressman WILLIAM L. DAWSON, 
Chairman, Committee on Government Operations, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN Dawson: I am sorry that the Committee for Economic 
Development was unable to accept your invitation to testify before the Subcom- 
mittee on Executive and Legislative Reorganization of the House Committee on 
Government Operations. However, I hope it will be useful for me to express 
briefly in this letter the views of CED’s research and policy committee on the 
questions before the subcommittee insofar as we have studied them. For the 
most part these views were first presented and explained in a statement of our 
research and policy committee, Control of Federal Government Expenditures, 
published in January 1955. I am enclosing copies of this statement for the use of 
your committee. 


I. Balancing the budget 


First, I would like to direct my attention to the proposal requiring the Presi- 
dent to submit a balanced budget to the Congress and to take necessary action 
during the year to keep it in balance. We believe that the principle that taxes 
should be high enough to balance the budget is sound. However, the proposal em- 
bodying this principle is not sufficiently precise to be a guide to policy. It does 
not consider the question of defining “the budget,” or recognize the effect of the 
level of business activity upon the size of the surplus or deficit. 

As the CED has stated previously,’ “* * * There are two budgets in everyday 
use, and still other valid budgets. The amount of taxation that would be needed 
to balance these various budgets will differ by billions of dollars. Also a great 
deal will depend upon conditions under which the budget is to be balanced. 
Much higher tax rates would be needed to balance the budget under conditions 
of depression and unemployment than under conditions of high employment. 


1 See, for example, pp. 10-12, Taxes, National Security, and Economic Growth, January 
1954. 
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“The two Federal budgets now in common use are the administrative budget 
and the cash-consolidated budget. This committee believes, as it has consistently 
recommended since 1947, that the cash-consolidated budget should be used as a 
guide to tax policy. The chief difference between the two budgets is that the 
cash-consolidated budget is more comprehensive, including not only all the ac- 
counts included in the administrative budget but also the social-insurance ac- 
counts, the veterans’ life-insurance accounts, and other trust accounts. 

“Because it is more comprehensive, the cash-consolidated budget is a better 
measure of the total economic impact of Federal Government finance than is the 
administrative budget, and this is, in our opinion, the main reason for preferring 
its use in determining tax rates. 

“* * * We believe that the useful and feasible meaning of the budget-balancing 
principle is that the cash-consolidated budget should be balanced—or yield a 
moderate surplus—under conditions of high employment. If we were to try to 
balance the budget every year, tax rates would have to be raised in a recession, 
for the yield of the existing tax rates would decline when the national income de- 
clined. Such action would aggravate the recession. Similarly, balancing the 
budget annually would call for tax reductions in inflation, which would intensify 
the inflation. But if tax rates were set so that they would balance the budget at 
high employment, there would be surpluses in inflation, deficits in depression, and 
this automatic shift in the budget position would tend to restrain inflation and 
deflation.” 


II. Control of annual expenditures 


CED has not studied the specific proposal to place appropriations on an accrued 
expenditure rather than obligation basis. However, we did reach the following 
conclusion about the general idea of closer congressional control of annual 
expenditures : 

“There is a feeling in some quarters that Congress should control the expendi- 
tures made in each fiscal year more closely than it now does. At present, Congress 
definitely controls the amount of expenditure over periods longer than 1 fiscal 
year, for money cannot be spent unless it has been appropriated. For any 1 fiscal 
year, however, Congress does not have close control over the total expenditures, 
because expenditures in, say, 1955 may exceed or fall short of the appropriations 
made for 1955. This can happen, because some of the appropriations made for 
1955 will be spent in later years, and some of the expenditures in 1955 will draw 
on appropriations made for earlier years. 

“Congress can, of course, rescind, or cancel, appropriations at any time it 
wishes. To go further, however, and impose legislative restrictions on the amount 
of expenditure in each fiscal year may increase the costs of providing the services 
of government. The unplanned changes in the rate of spending that would result 
would sometimes increase the cost of agency operation. Similarly, the sudden 
cancellation, acceleration, or delay of work being done for the Government by 
private business would probably require the Government to pay higher prices. 

“In some situations, as a matter of fact, efficiency may require more freedom 
in the timing of expenditures than is given by 1-year appropriations. Military 
procurement provides an example of a situation where continuity in the activity 
is especially important and where it has been useful to permit obligations to 
spend out of an appropriation to be incurred over a period longer than 1 year. 
Longer appropriations may also be useful where the activities of an agency 
are so stable and routine that its need for funds does not have to receive de- 
tailed consideration every year. Most appropriations should be made for 1 year, 
however. 

“Even if it is possible for Congress to exercise closer annual control over 
expenditures without excessive cost, the fundamental problem of controlling 
the level of expenditures over the years still requires careful programing at 
the time appropriations are made and careful scrutiny of legislation authorizing 
new activities. The mere imposition of annual limits on expenditure will not 
solve the problem of making wise expenditure decisions.” 


Ill. Evecutive-legislative relations 

We believe that responsibility for preparing and presenting a comprehensive 
Federal budget rests, and should rest, with the Executive. At the same time, 
Congress has a responsibility for reviewing and passing upon this budget. 
Congressional procedures for discharging this responsibility need to be strength- 
ened. In our policy statement, Controlling Federal Expenditures, we offer a 
number of suggestions to this end.” We believe that congressional procedures 


2See pp. 24-25 in Control of Federal Government Expenditures. 
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can be strengthened without weakening Executive procedures. I fear, however, 
that some of the proposals before you would seriously impair the ability of the 
President to discharge his proper responsibility for presenting a unified budget. 

Congress has an important function in assuring that the programs it authorizes 
are efficiently executed. We welcome proposals to increase the ability of Congress 
to do this. We wish to urge, however, that these proposals not be regarded as 
substitutes for strengthening the management-control staffs and procedures in 
the administrative departments and in the Budget Bureau.’ 


IV. The future consequences of expenditure decisions 


CED has urged that when decisions are made about expenditure programs, 
the probable trend of expenditures under these programs in subsequent years 
should be carefully considered. All too frequently programs are adopted that 
cost only moderate amounts initially but turn out to cost staggering amounts 
after a few years. We, therefore, welcome proposals that would increase the 
information available to Congress about the future costs of expenditure programs. 

Sincerely, 
Frazar B. WILDE, 
Chairman, Research and Policy Committee. 





IMPROVING FEDERAL BUDGETING AND 
APPROPRIATIONS 


(H. R. 40, H. R. 758, H. R. 1170, H. R. 1171, H. R. 2000, 
H. R. 2494, H. R. 2780, H. R. 3379, H. R. 3961, H. R. 4117, 
H. R. 4443, H. R. 4500, H. R. 5897, and H. R. 5941) 


WEDNESDAY, APRIL 10, 1957 


Hovsre or REPRESENTATIVES, 
SUBCOMMITTER ON Executive AND LxeotstaTIvE REoRGANT- 
ZATION OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to aria in room 1537, 

New House Office Building, at 10:15 a. m., Hon. William L, Dawson 
(chairman) presiding. 

Members present : William L. Dawson, chairman; Cecil M. Harden, 
Clarence J. Brown, and Robert H. Michel. 

Also present: Elmer W. Henderson, counsel; and William A. 
Young, staff member. 

Chairman Dawson. Will the hearing please come to order? 

This is a continuation of a recessed hearing held upon accrued ex- 
penditure bills which seeks to affect the budget system that has been 
in use, mainly in this country, for many years. In my thinking, this 
is 2 most important hearing and a most important subject matter. 

We have endeavored to get - views of all concerned and we have 
with us this morning Mr. W. J. MeNeil, Assistant Secretary of De- 
fense, the Comptroller. He testified before us when the bill was before 
us last year. I remember his testimony so well and we are happy in- 
deed to have him with us. 

Most of the money spent is spent in the Defense Department. 

Mr. MeNeil, prior to entering the Government service had exten- 
sive business experience as president of a bank, an automobile dis- 
tributor, as well as business management experienced in the publica- 
tion field. He entered the Navy as disbursing officer in 1941, became 
Chief Disbursing Officer of the Navy during We orld War II, disbursing 
some $50 billion. 

He was promoted to admiral in the Supply Corps and became the 
first Fiscal Director of the Navy Department. 

After serving in this capacity for 3 years he became special as- 
sistant to Mr. Forrestal for financial matters and upon enactment of 
title 4 of the National Security Act of 1949, was made Assistant Secre- 
tary of Defense, Comptroller. 

During his services in the Office of the Secretary of Defense, he has, 
among other important duties, supervised the execution of budgets 
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amounting to $327 billion. Certainly, if there is any man who ought 
to have a background of experience on this question of budgeting, it 
is Mr. McNeil. 


We are happy indeed to have you with us again, Mr. McNeil. 


STATEMENT OF HON. W. J. McNEIL, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER); ACCOMPANIED BY M. H. LANMAN, 


JR., ASSISTANT COUNSEL (FISCAL MATTERS), DEPARTMENT OF 
DEFENSE 


Mr. McNew. Thank you very much, Mr. Chairman. After your 
kind words one feels a little inadequate or perhaps that you should 
work a little longer each day and that perhaps you are not doing quite 
enough. 

Mr. Chairman, I have a short statement that, with your permission, 
I would like to read. 

We appreciate the opportunity to again appear to discuss with you 
the basic considerations involved in stating proposed appropriations 
on an annual accrued expenditure basis. The proposals currently 
pending before your committee covering this subject—which the Bu- 
reau of the Budget has advised us are in accord with the program of 
the President—are substantially identical to the pertinent provisions 
of H. R. 11526 of the 84th Congress. 

Copies of our statement made on that legislation on June 12, 1956, 
are available. 

Mr. Brown. Mr. Chairman, don’t we have that in the record now? 
If so, I am wondering if it is necessary to reprint it again. Printers 
come pretty high. 

Mr. McNetu. The pertinent portion is from page 16 on, of the state- 
ment I presented last year. 

Mr. Brown. They will be taken into consideration just as if they 
were reprinted. 

Mr. McNetz. The main point is, Mr. Brown, I went over that state- 
ment again and I think that it covers some of the main points about 
as clearly as I could describe them again. 

In addition, I should like to present some further observations which 
may be of assistance to your committee in consideration of the appli- 
cation of this legislation to the Department of Defense. 

No single managerial task, except for the Presidency itself, ap- 
proaches in scope and complexity that involved in administering the 
Department of Defense. Responsibilities and problems of the De- 
partment of Defense, whether gaged in terms of manpower, material, 
money, worldwide area of operation, diversity of activities, technical 
problems or any other similar measures are unique and dwarf, by 
comparison, any similar aspects that would be encountered in manag- 
ing even the largest and most complex of any of our industrial cor- 
porations. ie 

Our national security policy recognizes the necessity of maintain- 
ing substantial military forces at an adequate degree of readiness for 
an indefinite period in the future and to achieve this with maximum 
efficiency and economy, while at the same time taking in our stride such 
emergencies and unforeseen actions as are necessary on a moment’s 
notice—whether it be in a Berlin airlift, a Formosa, or a Suez. 
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That sound management principles should be applicable to all the 
activities of the Department of Defense, including the financial man- 
agement, is clearly recognized. Over the years, the Secretaries of 
Defense, Mr. Forrestal, Mr. Johnson, General Marshall, Mr. Lovett, 
and Mr. Wilson, who has served in the office for over 4 years—all able 
and dedicated public servants—spent long hours over the months and 
years in the development of effective, understandable, and useful sys- 
tems and organizations to achieve the maximum efficiency and economy 
of operation, as have literally thousands of competent and industrious 
personnel of the Department, both civilian and military. 

Contrary to the suggestion of some that there has been bureaucratic 
resistance to suggested improvements and changes, the Department of 
Defense and all of us have welcomed any recommendations, as well as 
congressional actions, that would provide a basis for improvement of 
any of our financial management practices. 

The most significant of these were the recommendations growing out 
of the first Hoover Commission study of the problems of financial 
management in the Department of Defense. I believe you, Mr. Brown, 
were also part of that group and we certainly appreciated the work 
that they did. 

These recommendations, made after careful and exhaustive study 
of our operations by the task force were enthusiastically received by 
the Department and legislation necessary to implement the recom- 
mendations was drafted in the Department of Defense with the help 
and assistance of the task force. 

The Department enthusiastically supported the legislation before 
the Congress and it was adopted in substantially identical form as rec- 
ommended. I may say that even in our enthusiastic support of the 
legislation before the Congress we recognized the principle that no 
price tag should be placed upon the adoption of any system and great 
care was taken so as not to mislead the Congress or the taxpayers as 
to the dollar value of the improvements recommended. 

It might be pointed out, however, that the establishment of the stock- 
fund principle called for in just one section of title IV has resulted 
ina return tothe Treasury of in excess of $3 billion. 

The job of implementation of title IV is not finished, but no un- 
supportable and controversial estimates have been given or will be 
given with respect to the substantial savings contemplated under the 
systems established pursuant to its provisions. 

Among other legislative enactments, recommendations, and sugges- 
tions supported and fully implemented by the Department of Defense 
have been : 

1. The revisions of the Antideficiency Act enacted in the General 
Appropriation Act in 1951. The Department has issued the most 
extensive regulation in implementation of this provision of any of the 
agencies of Government and enforces both the letter and the spirit of 
this statute with the recognition that it is the keystone of successful 
utilization of resources made available by the Congress. 

2. Section 638 of the Defense Appropriation Act, 1953, provided the 
basis—through control of obligations—for the establishment of a com- 
prehensive system of supply management. The Department has found 
in this provision a basis for literally hundreds of improvements in the 
area of supply management. 
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3. Section 1311 of the Supplemental Appropriation Act, 1955, pro- 
vided for the first time, a comprehensive statutory definition of obliga- 
tions. Again the Department has the most extensive implementing 
regulations and is rigidly enforcing the provisions of this statute 
since it is recognized as a most progressive step in financial manage- 
ment. Growing out of this statute, as well as title IV, was the estab- 
lishment within the Department of Defense of the comprehensive com- 
mitment accounting system which I believe is unique among the Gov- 
ernment agencies. 

4. Secretary Wilson’s Advisory Committee on Fiscal Organization 
and Procedures in the Department of Defense, through its working 
groups in discussions and field visits acquired a knowledge and under- 
standing of the operations of this Department. The results of the 
efforts of these groups has been the adoption of many recommenda- 
tions for improvement of financial administration in the Department 
of Defense. A significant one currently under implementation is the 
complete revision of the financing funding and accounting for the 
construction activities in the Department. 

I have taken the time to run through some of the evidence of the 
desires of the Department of Defense to welcome changes which will 
result in economy and efficiency in its financial operations so that it 
will be clearly understood that we support the common objective of 
both the Congress and the executive branch to reduce the costs of 
defense without loss of security. 

As indicated in our statement of last year, the Department of De- 
fense has had difficulty in evaluating the current proposals because of 
lack of clarity as to how it was intended that they should be imple- 
mented, if enacted. Only recently, under date of Mareh 25, 1957, did 
we receive an outline plan. I would like to read it. The legislation. 
standing alone probably wouldn’t produce any profit but neither would 
it be too difficult, just standing alone, but it is what would be done to 
implement the plan is where, we believe, the problem lies. 

It was very helpful to get an outline of what would be proposed to 
be done under this legislation and its implementation. I would like 
to read it,if Imay. Here is the outline plan received from the Bureau 
of the Budget 


1. Appropriations would not differ from appropriations as at present, in the 
sense that they would cover both obligational authority and expenditure author- 
ity. The significant difference is that appropriations as presently made may be 
obligated for goods and services for which a need develops in the current year, 
and expended when such goods and services are received whether in the current 
year or in subsequent years; whereas appropriations on an accrued expenditure 
basis may be obligated and expended for goods and services which would be 
delivered in the current year, whether such goods and services were ordered 
under obligating authority in prior years or under the current year appropriation. 

In other words, orders placed in prior years which are to be delivered in the 
current year become charges against the current year appropriation: and addi- 
tional obligations for goods and services to be delivered in the current year may 
be entered into to the extent of the difference between (1) the total of the 
appropriation and (2) the orders from prior year obligating authority which 
are to be delivered during the current year. That is a bit of a problem on several 
hundred thousand items. 

2. The proposed amendment to S. 434 would add section 2, which contains 
specific authority for inclusion in appropriation acts of contract authority. 
The amount of any such authority would be in addition to the appropriation for 
annual accrued expenditures. The contract authority would be used to cover 
obligations for goods and services which would be received in subsequent years. 
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3. Where a specific contract contemplated receipt of goods and services both in 


the current year and in subsequent years, the obligational authority therefor 
would be derived (1) from the appropriation on an annual accrued expenditure 
basis for goods and services to be delivered in the current year, and (2) from 
the contract authority for goods and services to be delivered in subsequent years. 

4. Whether the unused balance of the contract authority at the end of the 
year would lapse or be carried forward would depend upon the terms of the 
appropriation act. However, in view of the stated objective of the Hoover 
Commission to control Government programs on an annual basis, it seems un- 
likely that there would be any inclination to continue the unused balance of the 
contract authority beyond the close of the current fiscal year. 

5. Whether the contract authority would be sufficient to complete a project 
or simply to cover the obligations (over and above accrued expenditures in the 
current year) to be incurred in the current year is a question which would be 
decided—as it is presently—in connection with each specific appropriation. 
Kither basis for stating the contract authority would fit the contemplated 
procedure. 

6. Under subsection 1 (e), the appropriation would lapse at the end of the 
year except for goods and services actually received during the year. Payment 
for goods and services which were intended for delivery within the year but not 
received until the following year would be charged against the appropriation 
for the following year. Similarly, unused contract authority which lapsed at 
the end of the year would have to be rejustified for the succeeding year. 

7. Under section 3679, Revised Statutes, the creation of an obligation must be 
backed either by an appropriation or by contract authority. Allotment controls 
would be required, as at present, but they would be divided into two parts—one 
to control deliveries to be accepted during the year regardless of whether the 
orders were placed in the current year or prior years, and the other to control 
obligations for goods and services to be ordered during the year under contract 
authority for delivery in subsequent years. 

One of our problems there is that we have been having troub’e with the number 
of allotments. This would definitely make two for every transaction or double 
the number for each type of transaction. 

8. A sample of appropriation language is as follows: 


“RESEARCH AND DEVELOPMENT 


“For (expenses) accrued expenditures necessary during the curernt fiscal year 
for basic and applied scientific research and development, * * *, as authorized 
by law, $510 million (to remain available until expended, of which $110 million 
shall be available only for accrued expenditures resulting from contracts en- 
tered into in prior fiscal years; and, in addition, the Secretary of the Air Force 
is authorized to enter into contracts in the current fiscal year for the purposes 
of this appropriation, in an amount not to exceed $100 million, for goods and 
services to be received in subsequent fiscal years.” 

9. A variation of this appropriation language might be: 


“RESEARCH AND DEVELOPMENT 


“For expenses necessary for basic and applied scientific research and develop- 
ment, * * *, $510 million, to be computed on the basis of accrued expenditures ; 
and, in addition, the Secretary of the Air Force is authorized to enter into con- 
tracts in the current fiscal year for the purposes of this appropriation, in an 
amount not to exceed $ . for goods and services to be received in sub- 
sequent fiscal years.” 

This language is similar to that now used for Government corporations whose 
funds for administrative expenses are appropriated and apportioned on an ac- 
crual basis. 


There is no problem on the accrual basis in the case of activities 
operating under revolving funds. You must do that, and we are. 

Mr. Chairman, since I started to read this last document, I believe 
2 or 3 additional members of the committee have come in. What I 
have been reading from is an outline plan furnished us on March 25 


avs 


to give the Department of Defense an idea of how the legislation under 
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consideration of your committee might be implemented. This was 
furnished to us about 3 weeks ago. 

As indicated in the outline plan and in recent statements before 
this committee, one of the objectives of the legislation would be to 
provide contract authority to create obligation in advance of 
appropriations. ; 1 

We find nothing in the pending bills which would accomplish this 
result, as it is understood that an amendment to the rules of the 
House might be necessary to accomplish this. 

Under these circumstances, while we find no provision in the legis 
lation which would provide for the lapsing of such contract authority 
if granted at the end of the fiscal year, it is further understood from 
statements made to your committee that it would be expected, under 
this legislation, to make such contract authority available only for 
periods of 1 year at a time, irrespective of the purposes for which such 
contract authority was originally made available. 

The Department of Defense, after long discussion of this subject 
by the Secretary of Defense, the Deputy Secretary of Defense, the 
Secretaries and Under Secretaries of the Army, the Navy, and the 
Air Force, is deeply concerned and has concluded that it would be 
found costly and a real obstacle to sound programing, budgeting, and 
effective operation unless obligational authority for long lead-time 
programs were on a no-year basis as at present, particularly in con- 
sideration of the full cost of construction projects and procurement 
end items. 

The application of the full funding principle to programs such as 
construction, shipbuilding, aircraft procurement, research and devel- 
opment, and other long lead-time items was recognized by the legis- 
lative committees in the enactment of the basic organic law governing 
the Army, Navy,and Air Force. . 

Section 40 of the codification of the laws applicable to the three 
military departments authorizes funds for these purposes to be appro- 
priated on a no-year basis. The Appropriations Committees, we think 
wisely and properly, consistently have followed this practice. Its 
advantages are many and obvious. The disadvantages of part cash 
and part contract authority have been well stated in the House 
Appropriations Committee Report No. 216 of this year. 

We believe the present basic system of appropriating obligational 

authority—granting that improvements might be made—is in the best 
interests of the taxpayer whether or not accrual expenditures are 
recorded and utilized as part of the budget process. 
_ If the Congress chooses, however, to provide obligational authority 
in some other manner it would not, in our opinion, be in the best 
interest of the Government to do so by providing part so-called cash 
appropriations and part contract authority. 

If the Congress chooses to provide obligational authority on a con- 
tract authority basis and appropriate on an annual expenditure 
basis—the cash expenditure basis or accrued expenditure basis is not 
important—there is a suggestion we might make which would involve 
consideration of the overall cost of each program presented and at the 
same time involve full consideration and review of expenditures. 

From reading several of the hearings last night, I gathered that 
that is one of the major issues you people are considering. It is not to 
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do away with considering the full cost of the programs as presented, 
but, to consider them on an annual basis for expenditure—and to em- 
phasize the expenditure facet of the problem. 

A suggestion we might make is simply to provide obligational au- 
thority in full amount, and I would beg of everyone, not part cash, 
and part contract authority. That is a mess. We have lived through 
that and finally got these situations cleaned up. 

Mr. Brown. Will you repeat that ¢ 

Mr. McNett. I beg the committee to seriously consider never going 
to a plan providing “for part cash and part contract authority. It is 
a mess. As I say, we have had that in the past at times and I have 
never seen a program that didn’t get fouled up and it would take 
years of work to clean it up again. 

Rather you might provide - obligational authority if full amount for 
programs authorized by the Congress, or only for usable increments. 
And provide obligational authority on a no-year basis for procure- 
ment, construction and research, in'a manner somewhat similar to the 
present Appropriation Act, but in part II of the act to provide amounts 
for expenditure, after examination and review of programs for the 
fiscal year—whether on a cash expenditure basis or on an accrued 
expenditure basis, doesn’t make too much difference. 

Those are my thoughts, if I have properly identified the things the 
committee is interested in. I would suggest that type of a solution 
would avoid the weaknesses of contract authority, which is bad. I 
have lived through that. I don’t want the job of trying to finance 
things started under contract authority easily obtained. It is a prob- 
lem. If we are going to live in this business for a long time and keep 
our credit good with the loan committee of our bank, which might 
be considered the Appropriations Committee, I want to see that we 
do as sound a job as we can because the only wey we can live with our 
board of directors here on the Hill, that is, to keep our reputation good. 

While it would be easier to come up here and sell new ideas under 
the contract authority basis, it is not a good idea when you have to 
live with it over the years. 

The present basis of an appropriation has, I think, some real ele- 
ments of strength and I am thinking of it from a taxpayer’s stand- 
point and that is all I am talking about here this morning. I am work- 
ing for nobody but the taxpayer. 

If we can work for him, we can live with him as long as we have to. 

To repeat what I stated a moment ago, if this committee and the 
Government as a whole felt there was inadequate attention given to the 
expenditure side, there is a way to do it, and I believe I suggested a 
broad outline. 

We have been doing some thinking on this problem for a long time. 
IT mentioned a year ago when I was here that we proposed something 
on this order in 1953. This was at the request of Secretary Humphrey, 
and Senator Byrd. “It was an idea we had worked on in 1948 and 
1949. We didn’t think we were ready for it at that time, but if adopted 
at. that time it would have, for example, called for authorizing 100 
aircraft, providing authority to buy the 100 in full, or for whatever 
increment of a program that you chose, and appropriating on an ex- 
penditure basis annually, although you can’t do it by individual bits 
and pieces of programs. 
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If you appropriate on an expenditure basis it must be, I think, on 
the sum total of the programs that the Department is carrying on. 

I didn’t mean to get off on a technical angle, but I might mention 
had we been on an expenditure basis this year, by appropriations, our 
estimate of expenditures, or our request for appr opriations would be 
somewhat higher on the cash side than our current estimate of ex- 
penditures for 1958, and it is very simple to explain why. 

If we examine the Boeing contract for B—52’s and if we get an almost 
perfect cash flow requirement, it will be on a certain rate of produc- 
tion per month, and a rate of production by 15,000 suppliers to Boeing. 
Let us say we did a very good job. Let's say we went over all the 
other lists of all the items and again did a pretty good job. We will 
come to a certain total and theoretically that would be the amount it 
would be proper to ask for on an expenditure basis. 

However, there is something going to happen next year and no one 
at the moment knows. Boeing can well have a strike. All right, we 
won’t spend the money. 

The F-107 which we might think would start at 1 a month and 2 
a month in the fall—may have a bug in it. The tail could flutter, or 
some other thing, and that won't start into production until April. 

All I mean is our appropriation requests on a sound basis will total 
more than our estimate of expenditures next year because we know 
from experience on 3,000 different programs, that something is going 
to slip. So our expenditure estimates are usually a composite of that 
experience on slippage, strikes, snowstorms, and every other thing 
that happens. 

In expenditure estimating, one reason we have gotten as close as 
we have for the last 10 years taken an overall look at the situation, 
you can’t do it in detailed scientific way. I urge, however, we never 
go to a system of part cash, part contract authority. That is diff- 
cult. 

Chairman Dawson. Mr. Brown 

Mr. Brown. Mr. McNeil, we are certainly grateful to you for com- 
ing before the committee and stating your views and as I understand 
it, also the views of the Defense Department on this pending legisla- 
tion. 

Mr. McNeit. Mr. Brown, this has been a pretty well considered 
problem. 

Mr. Brown. For a good many years, not only by your Department, 
but by the Hoover Commission, its task forces, by this committee, and 
the Congress itself. 

Mr. McNett. In our councils this spring, the Secretaries of the mili- 
tary departments, Deputy Secretary Robertson, and all of us have spent 
some time trying to come up with something that would be good fo: 
the taxpayer. 

Mr. Brown. I am sure that out of all the distinguished persons we 
could name, none of them are better qualified to pass upon problems 
such as this than you yourself, with your broad experience. 

Now, as I understand the import of your statement, you are rathet 
in agreement with the Bureau of the Budget and the General Account- 
ing Office, and I think they speak for the President—I am under that 
impression—that this legislation for Congress go on an accrued budget 
hasis, is all right, with certain exceptions. 
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Is that your view? Although you point out certain weaknesses and 
certain situations that might develop. 

Mr. McNet. I wouldn’t say agreement; no. On the bill itself, as 
I mentioned a moment ago, the bill that you have here is not disturb- 
ing, providing it is done in certain ways. We can say we want an auto- 
mobile, but how it is designed. Is it for an engine in the front or an 
engine in the rear? It makes a lot of difference as to how it operates. 

It was important for us to get an idea of what the proponents of 
this idea would do to implement it. It is awfully important to know. 

You can take many good ideas, very good ideas basically, and if you 
esign the machine wrong it isn’t going to work. 

Mr. Brown. Laws are always just as good or as bad as their admin- 
istration, and, of course, if Congress went on the theory that every 
law passed was going to be badly administered, without the use of any 
mental capacity or judgment, we probably would never pass any meas- 
ure except to have Congress adjourn. 

Mr. McNett. I have disagreed and still do, about some of the esti- 
mated benefits. That has been a subject of discussion here. I don't 
want to belabor the point. But they just won’t be achieved. 

I will give you an example if I may, Mr. Brown. A little over $10 
billion of what Congress gives us this current year and next year will 
go for the pay and allowances to the military people we have on board. 
No kind of accounting we have, whether it is direct cash or accruals, 
will change by one nickel the cost as long as we maintain 2,800,000 
men in the Army, Navy, Air Force, and Marines, of the grades that 
have been authorized by Congress and with the pay levels authorized 
by Congress. 

Actually that appropriation for all practical purposes is on the ac- 
crual basis and always has been. In our business accruals are a little 
different than in commercial business. Accruals in business take into 
account depreciation and things like that. 

That does not enter into an appropriation which pays for military 
personnel. So the amount provided by Congress for our military per- 
sonnel is very clear, in that it provides for that number of people by 
a certain grade and rank structure: sergeants, corporals by numbers, 
their average pay and longevity and the rates are set by Congress, 
not by us. 

It is provided for the pay from July 1 to June 30. Now we don't 
pav from the 15th to the 30th of the month in the Navy and from the 
Ist to the 30th of June in the Army in that year. It is paid in the 
following month, in July. 

What I am saying is that the dollar value of that appropriation 
is exactly what it would be on an anmual accrual basis and it is no 
different. 

There are elements involved which include the pay to the individual. 
There is the cost of moving him on rotation, but if you send 200,000 

people to Europe this year, we can do the best job we can getting them 
Shape by the cheapest and best means, but that is not a part of this 
accounting problem. 

We can’t control very well the number of dependents they have 
and we pav a statutory rate on the dependents. 

On the food—which I think has been discussed here, too—we have 
a basic ration of about $1 a day for the number of people we expect 
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will actually be eating during the year. Well, I don’t care what kind 
of accounting you do, whether it is a cash basis or accruals, it isn’t 
going to change the cost. 

Now the only way we are going to change that is to find some way 
to get along with less than 2,800,000 people or some way to change the 
rank and grade structure of the people required. That is the one way 
to get it down, if you do it. 

The decision then gets back to: “Do you keep forces of this size de- 
ployed as they are?” 

Surely there are management devices you can use to reduce over- 
head in the military the same as you do in a corporation, and we have 
that problem facing us all the time. We should be forced to keep our 
nose to the grindstone because overhead can crop up and it perhaps 
can crop up in our place easier than it can in many business institu- 
tions, but they have their problems with it too. 

Just an aside on that. Only about 6 years ago not more than 40 
percent of our total military personnel were in combat units or combat 
support units. Today it is runing about 64 percent. We don’t think 
it is quite right yet. But I just wanted to say that we have gone from 
40 percent to 64 percent, which isn’t a bad record in reducing overhead 
during this period. 

That is one of the reasons we have been able to drop from over 3 
million men to 2,800,000. 

We might be able to slip below that and increase our combat strength 
at the same time. 

Going back to the appropriations and the accounting, there is about 
30 percent of our total appropriation bill in this one account that is on 
the accrual basis for all practical purposes. The full pay for the com- 
pensation, from July 1 until June 30. No saving is going to be made 
by any accounting system on that basis. Not one nickel. You have 
to change the number of people, their deployment and how you are 
using them, first. 

Mr. Brown. May I interrupt there. Perhaps it will save time. I 
think it is agreed by most thinking persons, and I presume by all mem- 
bers of our committee, that if you are going to spend exactly the same 
amount of money regardless of which way you do it, there would be no 
saving. 

However, the reason why the Congress saw fit to enact legislation 
last year, originally was suggested by the Hoover Commission and 
later reported by this committee, to make certain changes in our budget 
and accounting procedure in the various departments and agencies of 
Government, was because of the belief that such type of accounting 
and budgeting within the agencies would lead to reforms in expendi- 
tures within those agencies, and would give the Congress and to the 
department heads, and the President, a clearer picture of the real 
situation. 

Now I think the same situation applies as far as this particular 
legislation is concerned. The only reason why it is here is because the 
Hoover Commission originally recommended we go to accrued ex- 
penditure, budgeting, here on the Hill, so the Congress, and the peo- 
ple, as well as the departments, might have a little clearer picture of 
public spending and might, as a result of the sunlight which would 
be let in, decide, in their wisdom, as matters of policy, that this and 
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that should not be done. That is the whole picture as I see it. It is 
certainly not to harass anybody in the departments. 

Now I appreciate very much what you have said about your desire 
to cooperate with the Appropriations Committees of the House and 
the Senate. They are two very, very powerful committees, certainly. 
But in the finality, it is not the Appropriations Committees of the 
House and Senate which actually appropriate the money. They just 
recommend appropriations and you have seen recently an illustration 
that the full House, especially, will work its will at times. 

Each Member of the House and of the Senate has his own individual 
responsibility under our Constitution, to his own people. And, fur- 
thermore, in my opinion he certainly has a right, if he is to be called 
upon to make the decision and to pass judgment upon requests for 
expenditures, to know something about it, and to be completely 
informed. 

Now, it has been the feeling of a great many people throughout the 
country, and a great many Members of Congress, that the present 
system isn’t right, that we do not get the information we need. 

Just recently, as I think the chairman and the members of the com- 
mittee will remember, when I asked the Director of the Budget just 
what the carryover was and what the cash budget would actually be— 
and that is what we spend, that is not just what we put down as author- 
ized—his assistants had to check, as you will remember, and go through 
the records to even tell the committee. 

With all due respect to the Director of the Budget, he was off con- 
siderably. I knew more about it, evidently, than he did, and I am not 
too bright, by any means. I had some information on it. 

We have, as I understand it, about $70 billion carryover of appro- 
priations which have been made in the past. I will wager that not 1 
person out of 100 in the United States knows that, and I suspect there 
are some Members of Congress who are not informed on it. 

Now, I understand that your Department has some $37 billion in 
carryovers. 

Mr. McNerm. Both unobligated and unexpended; some obligated 
and not expended. 


Mr. Brown. And some was obligated for certain purposes but not 
used for those purposes. 

I remember a few years back when the Congress rescinded some of 
those huge appropriations we previously made. 

This legislation before us, the whole desire and endeavor of the 
committee, if I can speak for it, Mr. Chairman, is to find some way to 
give the Congress and the American people they represent, a better 
picture of our spending program, and what we have promised and 
obligated and committed ourselves upon, and more factual information 
upon which to base our judgment when it comes time to say, “Well, we 
think the Defense Department, or this department or that department, 
ought to have this or ought to have that,” or “They should be per- 
mitted to do this or do that.” 

We had the situation for a long time, Mr. MeNeil, of being com- 
pelled to vote rather blindly on the appropriation measures for the 
Defense Department. And we have been put over the barrel a little 
now and then, and some of us have been just a little concerned—and 
certainly it is not your fault, sir, so don’t take this personally—over 
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some of the signs of waste and extravagance we run into personally 
as we have gone about the country. 

_ All we want to do is get a little better picture and control of the 
situation. 

In the end we might decide that we should give you a lot more 
money, but for years we have had to take on faith, in the House of 
Representatives, or most of us who are not on the Appropriations 
Committee, the appropriation bills presented for the Defense Depart- 
ment. 

They will be rushed on the floor of the House with hearings this 
high; and made available to us anywhere from 1 day to 3 or 4 days 
before we are called upon to vote, so it is an impossibility for the 
average Member to inform himself or to know just what is here or 
what is there. So he says, “Well, rather than be put in the position 
that I voted against something that might be necessary to the security 
of my country and the people I represent, I will just swallow the whole 
pill in one big dose. 

It seems to me if the departments and agencies of Government are 
now putting into effect this kind of accounting and bookkeeping, that 
it wouldn’t be too difficult to work out this type of legislation, bearing 
in mind—and I think you made some good points this morning—that 
we may have to make some adjustments, or provided adjustments can 
be made, under certain circumstances to meet extraordinary conditions. 

I am not too much impressed with this business that 1f somebody 
has a snowstorm, and some production is 1 day late, that the whole pro- 
gram is gone and Russia is taking us over. I don’t believe that kind of 
guff, personally. 

But certainly there should to be some sensible, reasonable way where 
men of your type and men of mine and men such as those who served 
on the Hoover Commission—and they were great Americans, every 
one of them—could find ways to cope with such situations. 

Mr. McNetu. We have one of them with us now, Mr. Robertson. 

Mr. Brown. They did a wonderful job, Mr. Hook, Mr. Robertson, 
and all of them. 

Members of this committee and all of us, in a desire for good citizen- 
ship, and in an effort to serve our country, should try to hold down 
this terrific cost of government and cut, perhaps, our terrific tax 
burden. 

We ought to find if some little amendment or change is needed that 
is what I would like you to suggest, how we can amend or change this 
bill, so we may study your proposal and perhaps meet the objections 
and eliminate any undesirable situations which might arise, and still 
give us the budgetary information we ought to have and must have. 

This Government has grown so big that we just simply cannot com- 
prehend it—the average citizen and Member of Congress. 

I served nearly 5 years on the 2 Hoover Commissions. I wrote the 
legislation which created those Commissions, but I will admit to you 
that I still don’t have a complete and thorough picture and under- 
standing of this Government of ours. It is too big. 

Mr. McNett. It is enormous. 

Mr. Brown. And I know something about your problem. I think 


you have one of the most difficult jobs or positions of any man in the 


world. 
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And so we need your help. 

I don’t want to say you have criticized, but that you have pointed out 
what you believe to be the deficiencies in this legislation, and in the way 
it might function. If you can give us some worthwhile helpful sug- 
gestion as to how we can put this bill in or der, so that will meet the ob- 
jectives that we have, I for one will appreciate it. 

Mr. Chairman, have I stated our problem and situation ? 

Chairman Dawson. You have stated the problem beautifully. We 
want to help. 

Mr. Brown. I just wanted to try to make clear what we are trying 
to do. 

This isn’t a political matter. ‘This isn’t for the purpose of harassing 
anybody or spanking anybody or anything like that. It is just for 
the purpose of—as I described in the or iginal Commission—a bill for 
getting greater economy and efficiency in the conduct of the public 
business. 

Now let’s do it. 

Mr. McNerz. Mr. Brown, 1 would like to think that you will find 
us doing everything we can to work both for the Congress as a whole 
and the people to try to get this job done, with the same objectives that 
vou so very nicely stated. 

Mr. Brown. Lamsure you will, Mr. McNeil. 

Mr. McNet. Now, you mentioned a moment ago that the presenta- 
tion of the budget is not understandable. 

Mr. Brown. The appropriation bill as it comes out, as well as the 
budget. 

Mr. McNett. Well, it is difficult. I think tremendous improvements 
can be made in how this thing is presented so people can know more 
about it. We have to simplify it for our people in the building 
to better understand the business. We have to. We don’t always 
vet this presented here in the fashion it should be. 

Just to take the budget document or the appropriation bill—the 
budget document that comes up does not always tell the story unless 
you spend hours and days and days in sorting it out. 

Mr. Brown. May I interrupt you there just a moment to point out 
what we found in the first Hoover Commission regarding the Naval 
Medical Center—and it is a great institution. 1 feel very kindly 
toward it because I think it saved my life at one time; but we found, as 
[ recall, that if a Member of Congress, or if a citizen wanted to ascer- 
tain what the cost to the taxpayers and the Government was for 
operating the Naval Medical Center, he had to look at 27 different 
places in that budget, and add it up. 

Mr. McNeuw. Mr. Brown, I made wp that chart. 

Mr. Brown. Did — make up that chart ? 

Mr. McNett. I did, because of a situation that had to be fixed. 

Mr. Brown. Now, that hasn’t been completely corrected yet. 

Mr. McNet. The first Hoover Commission did an extremely valu- 
able job for the Nation, if that were the only thing they did, was point 
up that job, 

I had several discussions with Mr. Hoover, at the time. It was 
Mr. Hoover who put the label on that plan, the word “performance 
budget.” He himself said it had to have some sales appeal, and the 
name “performance” was selected. That is where it got its label. 
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Every night when you go home you feel just a bit frustrated be- 
cause you haven’t accomplished much. Yet, some tremendous things 
have happened in the last 6 or 8 years. 

Mr. Brown. You ought to be a Member of Congress. You would 
be even more frustrated. 

Mr. McNett. Sometimes if you will take a balance sheet and see 
if you have slipped or gained, it gives you courage to come back to 
work in the morning. Some helpful and important things have hap- 
pened, I think. 

At the time of the first Hoover Commission, throughout our depart- 
ment—and in fact it was true in Government—the whole appropriation 
setup was so confused that no CPA could work it out unless he just 
had an awful lot of time, and it is still difficult, but changes have been 
made. Mr. Brown put his finger on the problem. At that time you 
had to sort out little pieces of about 27 different appropriations that 
financed segments of the Naval hospital. 

The Bureau of Ships supported the fioodlight on the top of the 
building. Other than that, they had no management of the building. 
You had to go through the whole business that way. 

The first job, therefore was to identify the problem. First, the old 
system of appropriations, up to about ‘the time of the first Hoover 
Commission, was appropriating partly on the basis of organization. 
You appropriated some part of the money on an organizational basis, 
but not all of it because the funds for travel and the phones and so 
forth would be in some other appropriation. 

Or you would go to another appropriation and find the maintenance 
of the streets, sidewalks, and roofs. The caretaker people would be 
in some other appropriation. 

The buying of the cleaning material would be somewhere else, and 
you just couldn’t sort it out. 

Next, accounting was quite deficient. 

You had an appropriation partly by organization, partly by func- 
tion—and the functions and organizations didn’t always parallel—and 
partly by what is known as the object of expediture basis. Each ap- 
propriation combined all three. 

The first Hoover Commission did an invaluable service in helping 
point this up so that we could get to a point of where the function to 
be carried out and the organization were parallel. 

Now, we are not perfectly clean yet, but we are certainly a lot dif- 
ferent than we were 7 or 8 years ago. 

Next, to get the money, the authority, and the function all in line 

makes possible for the first time getting control of this unwieldy ma- 
chine, because at least then you can pick up one piece of it and you 
can wrestle with it until you can solve it. But you can’t take tele- 
phones and manage them around the world in 3,000 different programs. 

Mr. Brown. May [ interrupt you right there ? 

It really doesn’t make any particular difference, does it, as to the 
total cost of the telephone service, or as to whether or not you properly 
estimated and appropriated through the present system of budgeting, 
or whether you dothe other? Either way it is an estimate. 

In other words, going back to your statements that you made about 
the B-52’s, when the appropriation committee appropr ‘iated, under the 
present system, the money in a lump sum, they were guessing just as 
you would guess under this accrued budget system; isn’t that right ? 
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Mr. McNetm. Well, yes; but I read some of the testimony last 
night 

Mr. Brown. Nobody knows in advance. 

There is only one thing I do know about your Department and 
other departments in the Government, that they seldom get anything 
for the price tag originally put on it. It generally costs more than 
the estimates. 

Mr. McNet. That was certainly true some years ago, but sometime 
I would like to invite the committee down, and I would like you to 
go through and find out—I think you would feel a little better to know 
about some of our improvements. For about 4 years now, most esti- 

mates are on the beam. And it was always possible. 

Mr. Brown. Then, if they are on the beam, this system will work 
even better. 


Mr. McNett. It is on the beam, but not by years. It is on the beam 
by total costs. 

Mr. Brown. Couldn’t there be some provision of law so that at the 
end of the year you could have little runover one way or the other? 

Mr. McNei. Something like that is undoubtedly possible, but may 
I touch on one thing that I think, in reading the hearings, left things 
a bit confused ? 

Take the B-52, which you mentioned a minute ago. The B-52 has 
been authorized for procurement in 7 different years. What I am 

saying is—it wasn’t looking ahead 7 an at the cost of the present 


number on order. The first order was, as I recall it, three for the first 
year. 


Mr. Brown. Those were experimental, more or less. 

Mr. McNetw. That is correct. Then there were the first production 
models for actual tests and evaluation, and as I recall it, there were 
about a dozen. Then because it had all the promise of a great piece of 
equipment, the next group was 60, as I recall it, and from then on you 
began to get some experience. 

W va I am trying to say is that in each 1 of those 7 years, the whole 
B-52 program, from beginning to end, has been reviewed in our build- 
ing rather constantly, in 2 or 3 specific periods annually and with the 
appropriations committee, 7 completely different reviews of that 
program. It wasn’t something estimated ahead for 6 years. 

Now, each increment of 50 or 100 or 200 that were ordered, yes; each 
one of those had a lead time of perhaps 20 to 24 months. Each one 
of them did have, some pieces of that had a lead time of 30 months. 

All 1 meant. was that this was an incremental thing, so a program 
like that is reviewed by the appropriations committee ever y year. It 
isn’t something where you just start out and buy the whole Seaintite 
of hundreds, 6 or 7 years ahead. Nobody has done that, and we don’t 
ask for it. We wouldn’t want to do that. 

Now, it is slightly different on a big ship which is a single, complete 
unit and which takes 3 to 4 years to complete, and there are always 
several of those, of course, in motion at any given time. 

All I wanted to say is that under the sy stem, several witnesses have 
made the point this change would require an annual evaluation of 
programs of that kind. It is done today. 

Mr. Brown. I understand that, but the point is that the American 
people and the Congress as a whole usually don’t. 
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Mr. McNett. That is right. 

Mr. Brown. If the budget was put on the accrued expenditure 
basis. I presume the President or the Director of the Budget, in his 
name, would in that accrued expenditure budget fix the amount be- 
lieved necessary to carry on that project during the year. 

Now, if there is any question about w hether the bill will permit some 
adjustment by the proper officials in going from year to year under 
this accrued budget, I think it is up to the people whe are greatly 
interested in it, like yourself, to suggest to us how we can do that, or 
what should be done. That is what I would like for you to submit to 
the committee if you will—any suggested amendments that might be 
helpful. We may be giving you another task to do, and you have 
plenty of work to do now, but I still think perhaps it is up to those of 
you who point out possible flaws or difficulties to be encountered to tell 
us how to correct or prevent them, and still obtain the main objective 
we seek. 

Mr. McNet. I suggest something like the broad outline in the 
last paragraph of my statement this morning, and I can work out some 
specific things. I alw ays have some time on Sunday afternoon that 
I try to keep ‘free, and I can allocate that. 

Mr. Brown. Do like we do. Work on Saturdays and Sundays. 

Mr. McNem. You suggest this be out in an understandable way, and 
what the difficulties are. 

Just to touch on that for a moment, if some person outside spent a 
couple of months he could sort out every item, because it all ties into this 
document—The Department of Defense Financial Plan for Fiscal 
Year 1957. 

I wonder if I could run over the headings of this statement for a 
minute to give you an idea of what we do to present the facts in an 
understandable way. 

This is a statement of assets which will be available for obligations. 
This particular sheet does not show the unexpended portion—the un- 
hi quid: ited obligations. or the value of contracts not yet completed. 
This is prior to obligation and is our whole asset picture of unobligated 
funds. 

This happens to be for this current year. There is one already in 
the hearings of the Appropriations C ommittee and will be in the re- 
port of that committee for 1958. 

Mr. Brown. You mean in the appropriations for 1958. 

Mr. McNrim. Yes. It will be part of the basic hearing record. 

Mr. Brown. Now, that is a perfect example of what I am talking 
about. You area man of great mental capacity, but if you were sitting 
in the Congress of the United States and you were handed that book 
along with 3 or 4 more, with this report, 2 or 3 days before you are 
ealled on to vote, what would you do? 

Mr. McNem. I would like to see this kind of a statement in the 
budget document because it tells the whole story. 

Mr. Brown. Maybe that is where it should be, where we have 
months or weeks to study it, but when we get the report from the 
Appropriations Committee, the hearings and all, and even if it has 
statistical information such as this, we just don’t even have an op- 
portunity—for by the time we read it, the appropriation has been 
approved. 
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Mr. McNem. Take the first column. Let us call it the credit in the 
Treasury that has not been obligated as of July 1. 

Mr. Brown. Is this in billions? 

Mr. McNet. Yes, sir; $9,988 million. 

Next is anticipated earnings from MAP orders. In other words, 
they can’t collect until they actually deliver the article, but they can 
carry the value of the orders as anticipated reimbursement because 
when they ship, they can collect. That gives a total unobligated 
balance brought forward. 

Now it would be very easy for us to just forget that $2.3 billion and 
when it came in take it up as a credit, but here we are showing it from 
1 to 3 years ahead of the time the reimbursement will be received. All 
I am saying is that the story is here. 

Last year we asked Congress for $36.5 billion, which is the next 
column. What I am trying | to point out here is that the funds on hand 
that have not been utilized are definitely brought right into focus 
with the amount we are asking for. 

In the next column—— 

Mr. Brown. Let me ask you a question right there, if I may, Mr. 
Chairman. 

We had this item of $900 million, that we were told was necessary, 
because Bulganin or somebody was going to fly right over with a 
plane and bomb us off the face of the earth and we didn’t have any- 
thing to stop him. 

Then it was found out that somebody had greatly overestimated 
the Russian air strength and the need for these planes, and production 
was canceled, or part of it. Part of the appropriation item was spent 
and the rest canceled. 

Now, as I understand, that money, now in here, is being held over, 
but that you can spend it for what you want to now, can’t you, instead 
of for planes? Congress authorized it only for planes because we 
were more or less frightened into it. 

Mr. McNri. The $900 million was for aircraft and related pro- 
curement, and “related” meant big ballistic missiles—and for research 
and development. 

Mr. Brown. We had the impression it was mostly intercontinental 
bombers, but that is neither here nor there. 

Mr. McNetw. About $250 million was for bombers and some for 
the intercontinental missiles. 

Mr. Brown. The Congress has not recaptured control of that $900 
million or what is left of it. Inste: ad, you have transferred it to some 
other activity in your Department, as your judgment decided, and as 
a result request less money from Congress in the appropriation ; is 
that it? 

Mr. McNert. We have not transferred it to another activity, sir. 

Mr. Brown. Where is it? 

Mr. McNett. The part that related to the big missiles was utilized 
this year. A part of that related to the big bombers, is a credit against 
the amount that is being asked for the big bombers this year. It is 

clearly shown. 

Mr. Brown. In other words, you request that much less: is that 
right ¢ 

Mr. McNett. That is correct, and you can see it very clearly. 
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Mr. Brown. You keep it in the same account and for the same 
purpose only. 

Mr. McNett. Yes, sir. 

Mr. Brown. Now I understand you are canceling or considering 

-ancellation of construction of some battleships which involves sever al 
hundred million dollars. Now, where will that go? It won’t go for 
other battleships, because we are not going to build them? 

Mr. McNett. I believe you are refer: ring to the three ships under 
construction in 1945 and which were stopped and were just tied up. 
They were going to scrap those. 

Mr. Brown. Have you used the money that was appropriated ? 

Mr. McNet.. That was all cleaned up by a rescission in 1946. 

Mr. Brown. That came in the rescission ? 

Mr. McNen. Yes. 

Mr. Brown. You haven’t decided what to do with the ships? 

Mr. McNetu. They are not completed ships. They are hulls. 

Mr. Brown. You see, too often we have to go by guess up here, and 
by information we get indirectly and per haps we don’t always under- 
stand the exact situation, as you have just described this one, and that 
is the reason why we want to get more definite detailed information 
that the average American citizen can understand as to these appro- 
priations. 

Mr. McNet.. If you go down into the Navy account, about halfw ay 
down the list in the Navy, you will find “Shipbuilding and conversion. 

Mr. Brown. Yes. 

Mr. McNett. Carried over unobligated on July 1 this last vear, was 
$896 million. 

Mr. Brown. Where is that ? 

Mr. McNett. In the first column—column 1. Every nickel of that 
is set aside to complete some ship that has been authorized. We try 
to discourage the buying of pumps or certain armament or certain 
things until about the right time to buy it. 

It is awfully easy to waste money at our place by buying things— 
by just placing an order for all the components of an article on the 
day you start it. If you want to lay the keel of a ship and if you 
can wait 1 year before you decide on the catapult, you should wait 
a year before you buy the catapult. 

‘Mr. Brown. Couldn’t that be done under this system of budgeting 
and accrued expenditures q 

Mr. McNem. Under what I suggested at the last, yes. 

Mr. Henverson. Why should you wait, Mr. McNeil? 

Mr. McNet.. Because it won’t be quite what you would want 1 year 
from now, and then you will go back and spend more money. 

For example, 4 years ago if you placed the order for the armament 
on one of the cruisers, you might have bought 3-inch 50 guns. One 
year later the Terrier missile proved out and instead of putting the 
money into guns for armament, you put it in missiles. Otherwise we 
would have stored those guns for the next 40 years and I think we 
saved some money. 

Mr. Rocrrs. Under the present system what we are doing, as I 
understand it, is actually letting contracts at different stages of your 
production, is that true? 
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Mr. McNett. For certain of the major components, that is right. 

Mr. Rogers. So really that is exactly what is proposed under your 
accrual system, is it not? You would do it that very same way, space 
your contracts as you feel you would need them? Isn’t that true, too? 

Mr. McNew. W ell, certainly you would. 

Mr. Rocerrs. That is one of the main advantages, too, of the accrual 
system. 

Mr. McNet. But we have to get out of this June 30 cutoff basis 
for materiel of this kind. The biggest waste we ever had in this Gov- 
ernment in years past—in fact the predecessor of this committee has 
complained about our June buying because the minute you put a 
June 30 deadline on the availability of the authority you've got, every 
bureaucrat is going to spend the money by June 30. 

Mr. Brown. And we pay them overtime for working late to spend 
the money, too. 

Mr. McNem. When you have continuing authority and wash out 
June 30 as a critical date in the bureaucrat’s life, he will wait from 
June until he can buy what he wants and do it smartly rather than 
rushing out madly with wires to contractors on June 30 for things 
he doesn’t need. 

Mr. Rogers. Under this accrual system, could you be given the full 
contract authority so that you would have obligation authority for 
the entire program? For instance, for the full airplane program, 
maybe of 100 airplanes? 

Mr. McNerz. And it definitely should be on a continuing type au- 
thority and not washed out at the end of the year. 

Mr. Rogers. So you could give the contract authority and yet ap- 
propriate only the amount of. money that would be spent, say in the 
first year. 

Now it seems to me the difference in the two systems at present is 
this, and I would like to be corrected if I am wrong, we could give 
the obligation authority under the accrual system for the full item, 
if necessary, and appropri late for 1 year. 

Or we could do it as we do presently, which is to give you the full 
obligation authority, but also give you all of the money the first year. 

The change in the system would simply be we don’t give all the 
money the first year, but simply give it as you need it, although you 
would have your contract authority if necessary to obligate your full 
program, which is actually what you are doing now, according to my 
understanding of your testimony. 

Mr. McNeu.. I'would like to make two points in reference to your 
last comment, sir, and that is this. In the last paragraph of my state- 
ment—I don’t know whether you were present at the time—I made 
an urgent plea that we never get into this trap of providing the first 
year’s cash and the balance in contract authority. That isa mess and 
you get into trouble and you even encourage some of the most wasteful 
practices possible. 

That is not what you suggested, but I am just making that point. 
Contract authority, ‘if that were to be used—offers no improvement 
over the present system at all. 

Mr. Rogers. You are using contract authority now, are you not? 

Mr. McNett. In the form of obligational authority. 
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Mr. Rogers. We think of obligation more or less as the money in 
the bank. 

Mr. McNew. But it is a credit and not money. 

Mr. Roerrs. In effect you are using contract authority, are you 
not, except you just have a check there that you can sign when you 
come to the end of each contract. 

Mr. McNett. Yes, when the work is done. But it is obligational 
authority, it is not contract authority. I just wanted to make 1 more 
point, and that is that again Btating that we should desperately keep 
away from breaking this into2 parts. It just doesn’t work. 

Mr. Rocers. Don’t you break it into two parts presently ? 

Mr. McNett. No indeed we don’t. 

Mr. Rocrrs. You don’t under your contracts and then keep sep- 
arately what you had not yet spent ? 

Mr. McNen. No. 

Mr. Liescoms. Mr. Chairman, may I ask a question here ? 

Mr. Rocrrs. Yes. 

Mr. Lipscoms. You are using in the Department of Defense today, 
an accrued expenditure basis w vith the money that is appropriated to 
you, is that right? 

Mr. McNutt. I think I understand what you say, but there is no 
June 30 cutoff on it which makes it almost impossible of administra- 
tion. 

Mr. Lirscoms. Don’t you have some restrictions placed on you 
today with regard to the June 30 cutoff ? 

Mr. McNen.. With regard to procurement type operation / 

Mr. Lirescome. Yes. 

Mr. McNett. No. 

Mr. Larscomep. Is it still possible for the Department of Defense 
to spend money and obligate money right up to June 30, because the 
appropriation is going to lapse ? 

Mr. McNett. When this plan became effective 3 or 4 years ago, 
there was a prcvision put in the Appropriation Act that you could 
only obligate 20 percent of the annual appropriations in the last 60 
days. Isthat what you are referring to? 

Mr. Lirescoms. Yes. 

Mr. McNett. That makes April 30 the rush date. 

Mr. Liescoms. Hasn’t that been some restriction on the bureau- 
crats you are talking about ? 

Mr. McNet. That is only considered desirable for the annual type 
appropriations covering the pay and operations. Procurement money 
is something else. 

Mr. Liescomp. You in effect are operating on an accrued expendi- 
ture basis within the Department of Defense at the present time. 

Mr. McNett. In a sense, yes. That is the point I tried to make a 
while ago about the pay appropriation. 

Mr. Liescoms. What Congress would be doing by passing this leg- 
islation would be putting over into the Congress basically the same 
system you are using in the Department of Defense at the present 
time. 

Mr. McNem. As I mentioned, I think before you came in, Mr. Lip- 
scomb, the language in the bill that you have here at the moment 
doesn’t bother particularly—when standing alone. It is incomplete. 
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It doesn’t say what you are going to do under it, how you are going 
to provide the authority. But standing alone, it could be managed. 

I mentioned, I think before you came in, that it will not provide 
the advantages and savings that some of the proponents have said it 
will, in my estimation. I want to repeat that it doesn’t bother us 
from that standpont. What does bother is when you look at the plan 
of implementation under this bill. That is where you commence to 
run into problems. 

I tried to cover that by outlining what was being proposed. I also, 
| think again before you came in, in the last paragraph of my state- 
ment, which I would like to repeat if I may; I said that I believe the 
present basic system of appropriating obligational authority—and I 
erant that improvements might be made and we are making them, 
both in presentation and in the actual work—I believe the present sys- 
tem is in the best interests of the taxpayer, and that is whether or not 
accrued expenditures are recorded and utilized as part of the budget 
process. 

If Congress chooses, however, to provide obligational authority how- 
ever in some other manner, it would not in our opinion be in the best 
interests of the Government to do so by providing part so-called cash, 
and part in contract authority. 

If the Congress chooses to provide obligational authority on a con- 
tract- authority basis and appropriate on an annual expenditure 
basis—and again, I want to repeat, the cash expenditure basis or the 
accrued expenditure basis isn’t to my mind too important at all— 
there is a suggestion we might make which would involve considera- 
tion of the overall cost of each program presented and at the same time 
involve full consideration and review of expenditures. 

And it is simply to provide obligational authority in the full 
amount—by the present means or by contract authority, but not half 
and half—for any program or usable increment of a program author- 
ized by Congress, and do that on a no-year basis for procurement, con- 
struction and research. That would be in a manner somewhat similar 
to the present. But in part 2 of the act, by separate action, to provide, 
after examination and review of programs, the aggregate amount for 
expenditure for each department for the fiscal year. 

And I want to repeat that can be on a cash expenditure or accrual 
basis, and that is not important. 

Mr. Rogers. You actually approve of the accrual expenditures 
method, do you not? According to your testimony last year, I got that 
impression. 

Mr. McNet. Yes, and in certain areas of our operation, it is a must. 
In certain areas it isn’t going to give us any profit, although the idea 
has merit. 

Mr. Roaers. I believe you stated last year, in answer to the question- 
ing by Mr. Lipscomb, for instance in the hearings here at page 161. 
Mr. Lipscomb asked you: 


Aren't you using the accrual system in your revolving fund? 
And you said: 

Yes, definitely. 

Then the question: 


What objection is there to it, then—and I am talking about H. R. 11526—in 
putting it into legislative accounting affecting the whole Government. 
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That is, the accrual system. 
And your answer was: 


I believe I stated we supported that. We said that in the opening statement. 


Chairman Dawson. Mr. McNeil made his former statement a part 
of his present statement. 

Mr. Rogers. And I just pointed out what you said that in the 
answers to the questioning. 

You said the accrual system would permit better understanding by 
them of the Governments financial operations. Appropriations would 
be more in line with estimated withdrawals from the Treasury. 

And over and over again you stated that you did feel there should 
be one provision which would clarify it with regard to your feeling 
that the appropriation should be given for the whole program at the 
beginning, although you approved the accrual accounting system. It 
was your feeling that the money should all be authorized in the first 
year. 

Mr. McNet.. If Congress chooses contract authority, that is their 
privilege, but it ought to be done in full, and not part cash and part 
contract authority. 

Mr. Rocrrs. Under the present system if you were given contract 
authorization by the Congress for a full program, say, of 100 planes, 
you could operate just as effectively, even though we appropriated 

sash for 1 year, as long as you have the authority to make your con- 
tracts for the full program, just as you do now, could you not? 

Mr. McNri. I could have stated that much stronger because actu- 
ally we worked on something like this during 1947, 1948, and 1949. 
We weren’t ready for it at the time. We came along to 1953 and we 
were closer to it if the Congress ever desired to change. We just like 
to have “our ducks in a row” for anything that might improve our 
operation. 

That is one reason you will find the outline plan I was talking about 
which was presented to Senator Byrd when he was interested in this 
subject in 1953. I gathered from conversation with him at the time— 
the subject came up in February that he wanted to know if it could 
go in July 1, completely ? 

Well, I didn’t think it could because too many people had to be 
educated, both in our place, the Bureau of the Budget, and Congress, 
to do it. 

What I am trying to say is that I would like to think we have not 
been out of step with this type of thing. 

It worries us just a bit, however, w hen we see people promoting what 
is basically a good idea but haven’t the foggiest idea of how they are 
going to carry it out. It is in the implementation of this thing that 
you can get into all kinds of trouble. 

There is another facet I would like to bring out, and that is this 





Mr. Rogers. Excuse me. You say in the implementation of it you 
think we get into trouble ? 

Mr. McNet. The machinery developed to do it. 

Mr. Rocers. But I thought you were operating on an accrual basis. 

Mr. McNett. But the outline plan to carry this out, sir, would pro- 
vide for cash for the first year, the contract authority for deliveries 
in the second year, dying on June 30. 
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Mr. Rocers. It could be for the entire year, could it not? 

How do you make your planning for your overall program if you 
don’t break it down into items? How can you possibly come to an over- 
all figure, sir? 

Mr. McNett. You do, but you can’t bring it together quite that way. 
You do on each individual item, but they change from month to month, 
as the progress of the work goes or as the progress of the item goes. 

Mr. Rogers. Certainly you know how much you are going to spend 
out of your backlog of funds on a year-to-year basis, don’t ‘you? 

Mr. McNem. You can’t get it by an analysis of all the programs be- 
cause you would come out ‘with a ‘figure far above what we are going 
to spend in this coming year. 


Mr. Rocers. In other words, you say our estimate is probably higher 
for your year’s operation. 


Mr. McNett. A detailed scientific analysis would be far higher than 
we are going to spend next year. 

Mr. Rocrrs. Because there may be slippage in your program. 

Mr. McNett. That is right, but you don’t know today which one. 

Mr. Rocers. I understand. 

Then if your estimates are always higher each year, Congress would 
base its appropriation on your estimate for that year. Therefore by 
your testimony it appears that you would have sufficient money for that 
year to carry that program. 

Mr. McNeit.. What I suggested here is in line with what you are 
talking about, but the way certain proponents planned to implement 
it, isn’t that idea, and frank ly it isn’t practical. 


Mr. Rocers. But you will present'us a practical idea. 

Mr. McNetu. I can do that. 

Mr. Rocers. That would be very helpful. 

Mr. McNem. I would like to add one word, sir, on the point I was 
making a minute ago. 

This thing gets a little beyond theory. You can have the finest idea 
on earth, but if it is against human nature, you are going to lose. 

Mr. Rogers. You use this in your civil wor ks program in the Army, 
do you not? 


Mr. McNrit.. I don’t know that you can hang that up as the objec- 
tive we should go to. 

Mr. Rocers. It may not be perfected. I am not saying that it is, 
but you are building up some experience where you can make some 
suggestion, as you say. 

Mr. McNer. We are, but I want to make one point, if I may, sir. 

We have to rig this whole machine so that we get human nature to 
work for us instead of against us. 

Now, that may sound like an idle statement, but that philosophy 
applied to our business is worth hundreds of millions of dollars a year. 

May I give you an example, just to prove what I am trying to say? 

It may almost be like washing our linen and hanging it in the front 
yard. 

The Marine Corps does a pretty good job, and they are about as 
Spartan as you can expect most military outfits to be, on their own. 
Up until about 1952—they got considerable money for procurement 
on the annual appropriation ‘basis. Their lead times weren’t as long, 


and they were the last ones we got to to make the shift over to no-year 
funding. 
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Mr. Rocers. Did they have full contract authority along with that? 

Mr. McNet. No, but they had to place contracts that year, or it 
lapsed. 

Mr. Rocrrs. That differs somewhat from what we are proposing. 

Mr. McNem. But I am talking about the principle here, and the 
principle is the June 30 cutoff. 

They had ordered in 1950-51 certain radio sets from a company, 
certain things from other people, and so on down the list. Many 
people think we don’t go back over a program; once we get the money, 
we are happy, and all we do is work on getting some more out of the 
taxpayer. That is not correct. Constantly we were going over these 
shopping lists of the undelivered material to determine what isn’t 
necessary. 

So long as you have got a system where the authority has lapsed, if 
it wer recaptured, I will promise you that you can get more good 
militall reasons why you should keep that radio set—which is “out- 
moded—on the books because it is better to have that than nothing. 

It isn’t too difficult, however, to get John Doe to think over his re- 
quirements if outstanding changes are developed—cancelling this 
model AX-37 radio set t and adopting model AX-38, which is what 
he really wants and is going to have in a year or two, but only if he 

can use the proceeds by washing out his old program utilizing the 
savings on the new, but the minute funds may lapse, I will defy you 
to break through the “military requirement” and frankly, if I were 
the colonel doing it, I would probably make the same pitch, because I 
would rather have those radio sets which were 80 percent good than 
to have it lapse and try to get it again. 

What I am trying ‘to say is that if we can rig this machine, so that 
we encourage washing out items previously programed by continuing 
the authority i in such a manner as to be available for the newer article, 
we don’t have to ask for new money. We can make a profit for Uncle 
Sam by making human nature work for us in that manner. 

Mr. Rogers. I am sure your point has great merit. 

Actually, you in your department. check on each of your departments 
under you and they, right on down the line. 

You have a cutoff date, as such, in your fiscal budget, do you not, 
where you have a kind of annual review of things? You set a date for 
them ? 

Mr. McNeu. On increments, but the increments cannot be as fixed 
as June 30; they must be as flexible on June 30 as they are on March 
31, or January. 

Mr. Rogers. Do you have a flexible date, or does it mean anything, 
or not, to your people right now ? 

Mr. McNet. Yes, it means a deadline to get certain things done, 
but if there is a change the following month, that is justifiable ; they 
can make it. 

Mr. Rocrrs. They would have to justify it to you, would they not? 

Mr. McNett. Yes, but we are in business 7 days a week. 

Mr. Rogers. That is right. 

Now, you believe it is good for them to come in and justify, to make a 
change, in the interest of better management ? 

Mr. McNett. That is right. 
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Mr. Rogers. I am sure you require that, and that is why you have 
an accrual system and are putting it into effect in your own depart- 
ment, as you have testified. 

Now, wouldn’t it perhaps be helpful to the Congress to have some 
kind of a check? Maybe it would be better to make full contract 
authority, but just have a yearly check on the spending of that money 
rather than giving all the money at one time? You would have the 
same authority to contract, or if you want to call it that, to obligate. 
You would have the same authority, with contract authority, to possi- 
bly obligate for the program but simply would not be given more 
money than we would spend in that year. 


Don’t you think it would be a good check to have and provide a 
better understanding ? 


I believe you stated this probably would bring better understanding 
of our spending authority. 

Mr. McNet. We are not fighting the problem, you see. 

Mr. Rogers. I am just asking that question. It probably would 
be helpful. You do it in your department. Would it be helpful for us? 

Mr. McNrtu. Yes, and as a matter of fact, we do it with the appro- 
priations committees, today. Granted, it is a once-a-year basis? 

Mr. Rocers. It would be helpful to do it for the whole Congress in 
the budget, don’t you think? 


Mr. McNet.. But I want to point out one of the real problems we 
have got. 


We use in the Department of Defense for—well, I don’t like the 
word, but “top level” is one of the expressions used frequently—exam- 
ination of a list of about 1,000 items. Now, once you get beyond 
that, there are hundreds of other items that are taken individually, 
too, but the approximately 1,000 you cover without a break. Those 
are pretty much under constant review, but there are few of the 
thousand items that are going to turn out next year exactly as we 
have it laid out now. If it is, it is going to be an exception, and there 
are a few. 


Mr. Rogers. That is why it is good to have an annual check, is 
it not ? 
Mr. McNet.. But these programs we have 


Mr. Rocers. Don’t you agree that it is a good thing for them to have? 

Mr. McNetn. We do it. 

Mr. Rogers. It is very fine, and I commend you for it. 

Mr. McNetz. If we take the B-52, today, and analyze that quite 
thoroughly, we can get, either on a cash flow, or on the acerual basis— 
I don’t know just what we get out of it, the value of the work the 
contractor has done between June 25 and June 30, and add it in— 
we can guess that. We can make a very excellent projection. We can 
take the F-104 and the F-102 and go on down the list. But airplanes 
aren’t bought as airplanes. You buy the engines separately; you buy 
the fire control separately, and so forth. So there is no such thing as 
a complete airplane except when you try to sort it out and put it 
together, because perhaps the same engine goes into nine different 
airplanes. Well, you buy this 1 engine from 1 manufacturer. You 
don’t buy it 9 different times for the 9 different airplanes. 

91064—57—19 
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You go through all this mass. Now you can go through the J-57 
engine, which is going into that airplane and eight others, and you 
can work out the finest schedule and you can get a good cash flow 
projection. There is no problem. You will total that up and where 
our expenditures this year will be $14 billion for major procurement, 
the adding machine list, applying best judgment to each one, will 
come out, I am certain, to tl6 billion, and be quite sound as to each 
individual estimate. 

We know that things will happen—that some airplane is going to 
have a tail flutter; something isn’t going to develop as planned, and 
that we won’t spend quite that much. We don’t know just where. It 
may be an aircraft, it may be in the fire control, it may in the block 
boxes that you buy from another appropriation, but something is go- 
ing toslip. Therefore 

Mr. Rogers. I understand that, and I can well understand it, but it 
seems to me then if you are given contract authority, then there is no 
problem on the money basis, at all, on the year-to-year suggestion, on 
the accrual basis. 

Mr. McNett. If it is done something along the line I suggested at 
the close of my statement—which I think would accomplish what you 
are trying to bring out—we can make it work and I can see certain ad- 
vantages. I don’t think however we are going to make any profit 
for Uncle Sam in dollars. 

Mr. Rogers. I thought you had given examples of better manage- 
ment, for instance, in the Army, under this accrual system, where you 
said you saved about $2.5 billion. 

Mr. McNem. That is getting back to human nature working for us, 
because no one can take anything off of the shelf, today, unless it is 
charged to today’s operations and today’s budget. 

Mr. Rocers. Which is really your accrual system working in your 
Department, is it not? 

Mr. McNet. Yes, sir. 

Mr. Rocers. Which brought about better management. 

Mr. McNeu.. Asa matter of fact, it forces the accrual principle into 
effect. 

Mr. Rogers. That saved, you estimated, about $2.5 billion in the 
Army alone? 

Mr. McNetu.. It is up to $3 billion now. 

Mr. Rogers. I think that is very encouraging, and I am delighted 
to hear that. 

Chairman Dawson. May I get back to the order of the day? 

Mr. Michel. 

Mr. Micueu. No questions. 

Chairman Dawson. Mrs. Harden. 

Mrs. Harpen. No questions. 

Chairman Dawson. Mr. Lipscomb. 

Mr. Lirscome. Mr. McNeil, you are acquainted with the aircraft 
procurement programs. Under the improvements put in by your De- 
partment, could that episode be stopped now, for instance, where they 
kept manufacturing the frame and the engine wouldn’t fit, and then 
they manufactured the engine and the frame wouldn't fit, and finally 
you had to do away with the whole problem and program and go 
into a new one? 
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Mr. McNvu. I don’t know that you will like my answer, sir. That 
can still happen, and it can happen under any circumstance, for this 
reason : 

Well, first, the engine and the airframe fit. As TI recall it, the engine 
didn’t develop the thrust it should, and therefore it didn’t get off the 
ground and do its job as it should. ‘ 

Mr. Lirscoms. I would just as soon you didn’t get into a lot of detail 
on it, and maybe I am interrupting you, but you say this present pro- 
gram wouldn't correct the situation ? 

Mr. McNett. This bill would not correct it. 

Mr. Lirscoms. If you knew about it, why did you continue sinking 
money into the program ? 

Mr. McNet. Now you are getting into another part of the business, 
which is awfully important. 

This bill—and unfortunately, some of the things we have been try- 
ing to work on will not cure that situation, for this reason: We have 
had a dozen items of that kind in the last 5 years. We are trying to 
avoid one this year, but sure as can be, we are going to have one. I 
don’t know where it is going to come, but I know an area it may 
come in. 

Mr. Lirscoms. How will you find it, through a review? 

Mr. McNem. A review of the technical side of the business. 

Mr. Liescoms. And also you will determine it by a review of the 
operation, of the contract, whether the contract is being performed 
property, and whether the expenditures to be put into the contract have 

een effectively and economically spent. 

Mr. McNet.. We know that now, and we know it as well as we will 
under this bill, but that is not the problem, sir; we have it in a missile 
right today, the same problem we had in that airplane. We have it 
in 2 components, 2 of the 4 major components of a certain missile. We 
know what we have spent; we know what the contractor spent. We 
have had an independent technical evaluation of the project. 

Right at the moment the problem is entirely aside from budgeting 
and accounting. It isa missile we need, if we can make it. They are 
having trouble with the engine. They are certain they are going to 
fix the engine and get it working this fall. From a budget standpoint, 
and trying to watch those things, we are not sure. Some don’t think 
they are going to get the engine in November, but other technicians 
and scientists—and we have a long list of able people who think this 
problem is going to be solved. 

Now, in the guidance they have a little problem. They are certain 
that is going to be solved, again by fall. 

Now, that program is continuing. We know where it is, how much 
we have spent, how much we are spending by the month, by the day, 
and by the week, how much it is going to cost to continue it until No- 
vember. If these things repeat themselves, it may be that in Novem- 
her the technician will be certain this will be solved in March, and as 
a result we will continue it until March. In March we may find it is 
a dud, or the people may be right and it will make a breakthrough. 
If it breaks through, everybody will say we are smart. Otherwise 
they will say we shouldn’t have done it. However, in the meantime 
we know exactly what we are spending on it, every item of it. 
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Mr. Lirscoms. Don’t you think the Congress is entitled to know 
how' these contracts are producing or being carried out? Isn’t it 
possible under what you just told us, if that program turns out to be 
a dud, that you can reappropriate that or spend that money on some 
other program if you so desire? Without any congressional control ? 

Mr. McNetv. No; it all depends on what you mean by some other 
program. 

Mr. Lirescoms. Well, you can go into another missile, for instance. 

Mr. McNeiu. Yes, we could. 

Mr. Lirscoms. And when you go into that other missile, Congress 
has no way of knowing how much has been lost in the program that 
has been declared a dud. 

Mr. McNett. Yes; they do. 

Mr. Lirscoms. Well, if it is investigated, or somebody gets some 
word about it. 

Mr. McNet. Suppose we put the residual funds on an airplane, 
which would legally be possible, to improve a certain production model, 
to get a little longer range. Yes; legally the fund could be used for 
that purpose, and that will be reported to your congressionally named 
committee. Now, we can’t advertise these things all over the world. 

Mr. Lirscoms. In the year it is declared a dud and you go into a 
new program, you could build up even twice the expenditures on the 
new program that you were spending on the old program. You 
would have the money available and you would have the authority. 

Mr. McNer. In the new one you might find expenditures would 
slow down a little. 

Mr. Liescoms. Well, it could go both ways. 

Mr. McNem. That isn’t the way you run the business. If we ran 
the business to see how much we could gyp the taxpayer and how 
many fast ones we could pull, our credit with your duly named board 
of directors or finance committee, if you want to call it that, wouldn’t 
be good very long. So we have a selfish reason to try to keep our 
credit good even though we can’t tell 530 people about some of these 
things. We can and we try to keep the people you name—and it is a 
pretty good group, I might say, and they are not very easy on us 
sometimes, but I still respect. them because they have a terrific re- 
sponsibility, but this thing isn’t kept in the dark, as many people have 
indicated. It isn’t as sketchy as a lot of people have indicated. 

Mr. Liescoms. Well, Mr. McNeil, you may feel that way, but there 
are others of us who feel that it is pretty sketchy, and we are trying 
to do something about it through the provisions in these bills. 

Mr. McNett. This bill would not change the F2H J40 deal in any 
way, shape or form, because we knew what it was costing. That is 
one reason it was canceled when it was. 

Mr. Liescoms. I might tell you if Congress knew what was going 
on in the McDonnell contract, if they knew some years before, perhaps 
some action would have been taken long before; action was taken 
after a congressional committee looked into it. 

Perhaps we could cite other cases, for instance, tanks, or overcoats, 
but we don’t want to take the time of the committee. 

Any of these things that would come under congressional review 
if we had this method of budgeting. 
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Mr. McNet. Well, there may be a better way that the appropria- 
tions committee can go into business than as they are now, but as a 
rule they start in January and they won’t be through for a month 
or so yet, I expect, and they are not like many committees that have 
a hearing occasionally; they are at it every day. 

Now, maybe they could do some more. Maybe they should hold 
night sessions. If they do, we will be there if they call us, of course. 
But how deeply can you go into all items? They are certainly free 
to do so, and in the case of many small items they do go into the 
situation quite thoroughly. However if they go into every one of 
the thousands of items, it would be a physical impossibility. 

We were host, 3 or 4 years ago, to about 30 investigators, for a long 
period of time, going into the background of such matters in detail. 
At that time, the appropriations committee, which I thought was all 
right, knew what we were spending on this aircraft. It was one of 
the points they were interested in. But on the technical side, you just 
had to have an airplane for the Navy at the time of the Korean war, 
and they didn’t have anything but propeller-driven jobs, and they 
were desperate for it. 

Yes; the Monday morning quarterback knew we shouldn’t have 
made that play, and we should have done something about it, but on 
the previous Saturday it looked like a good thing to try to get that 
airplane. 

Mr. Lipscoms. Are you putting into effect the provisions of Public 
Law 863 in the Department of Defense? 

Mr. McNett. In many ways we are considerably ahead of that, sir. 

Mr. Chairman, I don’t want to take the time of this committee, but 
at some time convenient to the committee I would like it if you could 
come to the Pentagon. We have about an hour and a half of charts 
showing the things we are attempting to do in all these fields—accrual 
accounting, appropriations, separating the business out into under- 
standable segments, and how we eventually hope to put the whole 
package back together again in an understandable way. 

If this committee would like, we will find some way to get you down 
there at. your convenience, and it may be worth something in your con- 
sideration of problems such as we have been discussing. 

I would appreciate your comments on what you think we are doing 
at the time. 

Chairman Dawson. If the Congress in its wisdom saw fit to pass 
this bill, you believe that you could make suggestions which would 
make it easier for you to cary out its provisions? 

Mr. McNet. Yes, sir. 

Chairman Dawson. The Congress is disturbed over its lack of in- 
formation about the budget, because the average Congressman only 
hears about it a couple of days before it happens, before it is brought 
to the floor, and there is no way for him to get an adequate idea. We 
are trying to find some way to give Congress control over it—give 
them a knowledge of the expenditures, and some believe the accrual 
system is the best method yet presented tous. Each year the appropri- 
ations are made for a year. Contract authority will work into obliga- 
tion authority. We will not violate a contract any more than we will 
violate an obligation. 
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We can give you all the obligation authority you want and Congress 
can still stop it at any time it wishes. What we are trying to work out 
here is something to give us a better knowledge of the operation, not 
only of your department, but of all departments of Government, and 
give us a better operation throughout. 

Now the Hoover Commission is supposed to have been made up of 
experts. They gave a lot of study to these matters. They have come 
up with these recommendations. 

Various accounting organizations have come up with it, and the 
methods used in business. Certainly I think if it is good for business 
—I say “certainly.” I will say I think normally if it works in busi- 
ness, it ought to work in our departments. 

It is not an effort to handicap anybody. We have met opposition 
to it from our Appropriations Committee. They are not in favor 
of the change. Yet the Members of Congress, if they feel a change 
should be made and that they should know more about it, they might 
see it in their wisdom to pass this legislation. 

The only thing we are trying to do here, since it is so important 
a matter, we are trying to get the viewpoint of everybody about it, 
and certainly we respect yours, because we are grateful to you for 
the wonderful job you have done down in the Department of De- 
fense. We want you to know and understand that any of the ques- 
tions we ask are not directed toward you personally because you have 
been very fair always in your testimony and in your approach. 

But still we don’t know quite as much as you know about it and 
we are trying to find out in order to give Congress the right to do 
the one thing which Congress only can do, and that is to pass legisla- 
tion that must be carried out. 

In approaching these questions we try to do it with an open mind 
and with charity toward all and malice toward none, but to give 
the country a little better operation. 

You have certainly done that in your Department. You have 
made many changes in your Department. In some cases you have 
asked for legislative authority and we have cooperated with you. 
The Hoover Commission has sold this thing to the public and Con- 
gressmen are sensitive to the public. 

Mr. McNem.. Mr. Chairman, I would be happier about the Hoover 
Commission recommendations this last time if, in this field, some of 
them had taken a little bit of the time during the year to come over 
and make an examination, on the spot, of some of the things that 
were being done, some of the approaches, some of the thinking, and 
some of the problems. They were awfully scarce around the place. 
I am disturbed just a bit when reports are written on this basis—al- 
though some of the Hoover Commission groups did a good job of 
examination, were very thorough and went into the problems 
involved. 

The first Hoover Commission did a very good job. I remember 
Ferdnand Eberstadt headed one task force and kept us all busy for 
18 solid months. He delved into almost every facet of the busmess. 
"Phat was encouraging. 
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A light brush-over examination, and then run off to get the solutions 
which are seductive on their face bothers you just a little bit. 

Mr. Liescoms. Mr. Chairman, may I make a comment and ask a 
question here ? 

CuatrMAN Dawson. Yes. 

Mr. Lirscoms. Mr. MeNeil, haven’t other groups who have studied 
the operations of the Department of Defense, for instance, recom- 
mended this type of program, or the accrued expenditure basis? 

Mr. McNetm.. Yes; they’ve recommended that it be considered. 

( Discussion off the record. ) 

Mr. MoNem. The thoroughness with which this committee is go- 
ing into the problem—the type of questions you are asking is excel- 
lent, because it brings out, 1 hope, some of the problems, and I am 
not too much fearful of what this body will do if they have a pretty 
clear grasp of the problems and if they feel that the people they are 
asking to carry it out are striving for the same overall goal. 

I think it is very important. Many times the Government has 
started along a path that looks as if it were bordered with roses, but 
nobody had thought it out. 

This is an effort to bring into focus some of the things we ought to 
do when we originally design the machinery to carry out very good 
basic ideas. 

Mr. Lirscoms. I wouldn’t like the record to show that this is a new 
idea—I mean, as you answered the question, the Department of De- 
fense has had this under consideration for years. It has been pro- 
pote by committees that have been delegated by the Department of 

efense to look into the matter. We have a lot of other people who 
are interested in it, too, so it isn’t a new problem or new program. 

Mr. Rocers. Mr. Chairman, may I just say one more thing? I cer- 
tainly appreciate the courtesy of the chairman today, as always, and 
I want to say that I have been very favorably impressed with the See- 
retary’s testimony in favor of this legislation. I think it is excellent. 
As you have already stated, it is working in your Department favor- 
ably. You have effected savings already, specific savings, and you do 
feel there are some suggestions you want to make as to the actual im- 
plementation, and I think that is a wonderful thing. 

Thank you, Mr. Chairman. 

Mr. McNem. May I add one more thought to Mr. Lipscomb’s state- 
ment. You mentioned a moment ago, Mr. Lipscomb, that certain 
people with accounting experience had made certain recommendations. 
I also want to just point out that we try at the same time to utilize peo- 
ple with those same qualifications. 

I mean the same professional group. We thought we were very 
fortunate when a man of good standing in the American Association 
of Accountants, who was vice president of the group for a while, de- 
cided to accept the position as financial “vice president” of the Navy 
Department. 

I first asked him to come down and help me. In 1950 he came down 
for about 14 months when we were trying to take some of these basic 
steps. 
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We were interested in some of his views after he learned some of the 
basic problems. Now he isn’t fighting these problems at all. He is 
trying to accomplish some of these objectives for which we are all 
striving. 

However, after a year and a half dealing with problems in behalf 
of all three services, and after 3 years, specifically dealing with prob- 
lems he has faced in Navy—incidentally, he is now being made Under 
Secretary—he finds there are certain things that I have been telling 
you today that are musts if we are to make this thing work, and if we 
are to achieve the goals you are striving for. He has a little different 
approach to it now, than he did, without losing sight of the objectives. 

The Cuarrman. There is no question but what you have given the 
best in you, both of knowledge and of courage, to the problems that 
you face. You are the one man who has had experience in the greatest 
money-spending department of our Government. 

Knowing what we are trying to do, will you feel free to make to us 
certain recommendations for changes or amendments to this legislation 
that will help it? 

Mr. McNett. Yes. 

Chairman Dawson. When we present a bill to the Congress we 
would like to present what we believe to be something that 1s work- 
able. We know if it is workable in your department, it can be work- 
able in any other department. 

if you can give us the benefit of your experience to that end, we 
will certainly appreciate it. 

Now there is one amendment that has been agreed on and that is 
the one that will get around the question of a point of order on the 
appropriations bill. 

I think the language of that has been agreed on and will be incor- 
porated in a clean bill that we will probably present. We would ap- 
preciate it so much if you would give us the result of your wisdom in 
bringing before the Congress a bill that you think will make this 
system more palatable and work better in the agencies. We will hold 
up consideration of this matter in executive session until you will have 
had an opportunity to do that. 

We appreciate your experience and the contribution you have made 
and your courage to take the stand as you have taken it and fight this 
legislation. Give your objections now and we think that out of that 
we will get some amendments which will make this a better bill for 
all the departments and for the people. 

Are there any other questions to ask this witness ? 

Mrs. Harden, he had spoken before you came. You will remember 
he was before us last year and we have incorporated by reference his 
last year’s statement into this year’s testimony, and he added other 
comments and suggestions and advice that he felt would be beneficial 
in the light of what has happened since then. 

Mrs. Harpen. I regret, Mr. Chairman, that it was impossible for 
me to be present for the entire hearing. I had another committee 
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meeting at the same hour this morning, but I have read part of your 
statement, Mr. McNeil, and do appreciate your coming over again. 

Mr. McNem. Thank you. 

Chairman Dawson. You had a statement that you were going to 
identify a little further there—a part of this statement. 

Mr. McNetu. This was the plan we provided at Senator Byrd’s 
request and at the request of Secretary Humphrey in 1953 which deals 
essentially with the subject we are talking about today. 

Mr. Henverson. Mr. McNeil, you were interrupted in your review 
of this document. Unless you feel it is very important, could you just 
submit us a few paragr: phe of explanation, or would you rather go 
ahead now? 

Mr. McNett. As the committee desires. I can do either. 

Chairman Dawson. We will hear it now and save him the trouble 
later, subject to the call from the floor. 

Mr. McNett. I can make a brief statement and expand it later, if 
you like. We were discussing a few moments ago the way we handle 
appropriations and how we set aside amounts to complete any task 
which is approved by Congress, A good example is the shipbuilding 
and conversion appropr iation, which is about half way down the list 
of Navy appropriations. 

This table attempts to show all our assets available for obligation, no 
matter from what source. The first column shows $896 million. That 
represents the amount set aside to complete either yard work, arma- 
ment, or any components to complete the vessels authorized by 
Congress. 

Now this appropriation doesn’t do much business with the military 
assistance program as such but there are some sales of the assets of 
this appropriation to other programs, In this case it is only $17 
million, not.a big amount. But that is shown because we take that as 
a credit against any new appropriation request of any kind or descrip- 
tion, and, therefore, we show it as an asset. 

It gives us a total unobligated availability of $913 million. 

Last year we asked Congress for $1,480 million in new appropria- 
tions, and with the assets on hand, carried over—if there was anything 
that could be released from previous allocations to specific ships, it 
would be applied against the amount of the new request. 

We asked Congress for $1,480 million. Now from 1957 military 
assistance or ders, we expected another $7 million. This first order 
was from prior military orders for assistance. This shipbuilding ap- 
propriation does work for some other people. Sometimes it might 
be a foreign nation that has certain work done and that is covered by 
the $35 million which is anticipated reimbursements from all other 
sources. 

They do work for.other departments, perhaps, either Army, Navy, 
or Air Force, and the Atomi¢ Energy Commission, $42 million making 

a total of $2,435 million. 
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We show in this table the portion of that that or. will be 
obligated in the next 12 months, or in that 12 months’ period. That 
could run $1,420 or $1,460. That is a definite plan and it is not to be 
violated unless there is a new discussion of requirements. 

Mr. Henverson. Now, if we had this legislation, the $1,450 million 
would be the sum that you would request of Congress. 

Mr. McNett. No, the $1,480 million in column 5. 

Mr. Henperson, You say in your planned apportionment program. 

Mr. McNeit. Under the planned apportionment the obligations 
would be about $1,450 million. They would place orders for other cus- 
tomers of about $43 million so that total actual obligations, again under 
our very tight rules where it must be a complete transaction, signed, 
sealed, and delivered by midnight, June 30, total $1,493 million. They 
will have in motion—as of June 30 transactions which will have an 
estimated value of about $246 million. 

Now that might vary. It might not be that much, it might be a 
trifle more, where there is negotiation with some companies. The 
field officer has authority to proceed with negotiation but they do not 
have clearance for a binding contract with the public for a specific 

roduct, under specific specification in excess of the amount available 

or obligation. It means that the program they are working on, the 
part of the total program of $2,400 million, will actually be under- 
taken next year toa value of $1,739 million. 

If we go over to the next column we will find the figure $246 million 
repeated because it is not planned to actually have firm contracts with 
the public by June 30, even though it is in motion and negotiations are 
underway. 

The $696 million shown in the next column has been reserved to be 
carried over to do business with in 1958. Catapults, for instance, which 
will goon acarrier. It could be the armament or the yard work. 

After Newport News Shipbuilding Co. finishes the ship, it goes out 
for builder’s trials and comes back for yard work before it is put into 
commission. Money for that is set aside—not to be used for anything 
else—to be sure that ship can join the fleet. 

That we show as unobligated the sum $941 million. The $696 mil- 
lion as well as the $246 million is set aside for a definite list of what 
is needed to complete the ships authorized and funded by Congress. 

Now the $246 million, the items in the $246 million list, and the 
$696 million list may shift back and forth. You may find you should 
buy something in June that you thought yeu would postpone until 
September. 

r. Rocrrs. I wonder if the Secretary could put in something on 
reprograming. 

r. McNem. This is not reprograming. It is the same program but 
took place in a different time eycle. It is all within the framework 
of the specific authority. 
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Now, when you get to the appropriations that cover a multitude of 
similar items, your problems change a bit and that would be true in 
the major aircraft procurement programs where, as I mentioned a 
minute ago, it looks on the surface as if it is a simple buying program, 
but nobody buys a B-52 as such. You buy your engines separate and 
your fire control separate, and many of the components you buy go into 
a number of different types of aircraft. 

As I say, the J-57 engme is going into 9 aircraft in the Department 
today, 3 or 4 in the Navy, and 5 or 6 in the Air Force. So you will do 
the best job by dealing with Pratt & Whitney and Ford direct on the 
J-57 engine. 

To buy a passenger car is simple. You order it and pay for it but 
when you schedule aircraft and its components it gets a bit involved. 

Chairman Dawson. Thank vou very much, Mr. McNeil. We are 
very grateful to you. 

Mr. McNew. Perhaps Mr. Chairman, this should go in the record. 

Chairman Dawson. Very well. 

(The information referred to follows :) 


STATEMENT OF THE DEPARTMENT OF DEFENSE ON H. R. 1170 


This legislation, if enacted, would require the President to include in his 
annual budget message to Congress a special analysis containing certain infor- 
mation pertaining to long-term construction and development programs and 
projects authorized by the Congress including grant-in-aid programs. 

This bill is ambiguous in that it is not clear what types of projects and pro- 
grams are intended to be covered by the phrase “long-term construction and de- 
velopment projects and programs.” If it is infended to require a special analysis 
of all long-term construction and development projects and programs, such as 
military construction, public works, and mutual defense assistance programs, it 
would result in a monumental and costly task. If, on the other hand, the area 
of application is intended to cover something less than all, the extent or limita- 
tion of such intendment cannot be accurately determined. Moreover, a substan- 
tial amount of the information apparently sought by this legislation is presently 
made available to the Congress by way of justification of authorization and 
appropriation requests. 

In either case, it appears that any benefit that might accrue to the Govern- 
ment by including such information in the President’s budget would be greatly 
disproportionate to the cost of compiling the same. 

The.fiseal effects of H. R. 1170 are not known; however, it would appear that 
the compilation of the information required by this bill would require consider- 
able additional work and personnel and to that extent would require additional 
expenditure of funds, the extent of which this department is unable to estimate. 

In view of the foregoing, the Department of Defense is opposed to the enact- 
ment of H. R. 1170. 


Mr. Liarscomr. Are these actual figures here? 

Mr. McNett. They are the actual figures and as a matter of fact 
they are in the House hearings of last year. There will be a repeat of 
that, this year. When the hearings are published, this year this state- 
ment will be in the record. It is only slightly different in detail than 
the one presented a year ago—for example the 1,450 figure for Navy 
shipbuilding might have shown 1,460 a year ago. It is, however, 
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the up-to-date plan we are operating under today in the Pentagon. 
You will find some variations from a year ago, all of which have 
been reported to the Appropriations Committees. 

Mr. Lirscoms. Is there a figure of $180 million under estimated un- 
obligated balance expiring? Does that tie in with the 1,311 reports? 
That is column 16. 

Mr. McNem. Yes. If you will look at the identification of the af- 
fected appropriations, it will be noted that they are the annual ap- 
propriations. That is the amount that will drop out of the picture as 
an asset because they lapse. They are not the procurement appro- 
priations. 

Take the first account in the Army, $38 million, “Military person- 
nel.” That is appropriated on an annual basis and it can continue that 
way. That is no problem. That is the amount we probably will not 
use this year, and that would lapse. 

So the $180 million you identify is the sum total of the items that 
will lapse. 


STATEMENT OF THE DEPARTMENT OF DEFENSE ON H. R. 2000 


H. R. 2000 creates, in the legislative branch of the Government, the Office of 
the United States Budget under the control and direction of a Commissioner 
General of the Budget. This agency would succeed to certain functions of the 
Bureau of the Budget, primarily their responsibility for screening the budget re- 
quests of executive agencies, preparing the annual budget, and transmitting it to 
the Congress. These functions are vested in the executive branch, pursuant to 
the provisions of the Budget and Accounting Act of 1921, as amended by the 
Budget and Accounting Procedures Act of 1950. A review of the extensive legis- 
lative deliberations in connection with the foregoing enactments shows there was 
recognition that the budget was the basic instrument by which the President dis- 
charges his Executive management responsibilities of the executive branch. 
The underlining concept is that the annual budget as recommended reflects the 
program of the Chief Executive for the coming budget year and, when enacted, 
becomes the annual work program of the Government refiecting all governmental 
responsibilities and activities in their political, economic, and social aspects. The 
formulation of the budget is geared closely and directly to the formulation of 
the President’s program as a whole. The President, as Chief Executive, has the 
responsibility of seeing that the programs of the several Federal agencies are 
brought into accord with legislative intent and are executed with the greatest 
possible economy. It is believed that H. R. 2000 would, in practice, weaken the 
authority of the President to discharge his Executive power and to administer 
the executive branch as a whole. 

The requirements of existing law with respect to information required to be 
submitted to the Congress have been, in large, preserved by the provisions of 
the bill, but the discretion to be exercised by the person establishing the budget 
in determining the amount of expenditures has been considerably curtailed by 
section 203. This section requires that estimated expenditures are not to ex- 
ceed estimated receipts for the ensuing fiscal year as certified by the Committee 
on Ways and Means of the House of Representatives. This method of placing 
a ceiling on budgetary estimates would place a limitation on the executive branch 
in the formulation of its needs, whereas, under the present system, the needs of 
the Government are placed in the primary position, followed by the subsequent 
determination of receipts necessary to meet such needs. 
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Pursuant to section 205 of the bill, the Commissioner General would, in exer- 
cising control and direction of the Office of the United States Budget, have the 
authority to reduce or eliminate any items submitted by the head of any executive 
agency. This could have the effect of eliminating items from the budget prior to 
its transmission to the Congress without presentation of such items to the 
Appropriations Committee, even though the executive branch of the Government 
feels that their presentation is essential. This is partially overcome by the 
provisions of section 211 which provide that nothing in the act shall be con- 
strued to prohibit the President from making recommendations to the Congress 
with respect to the fiscal operations and policies of the Government. It is con- 
ceivable that the President would exercise his prerogative by making exten- 
sive recommendations at variance with those contained in the budget, resulting 
in an undesirable duplication of effort. 

While a reform in the national budget system is perhaps needed to provide a 
more effective budget process to meet the present-day needs, it is the view of the 
Department of Defense that the proposed bill, H. R. 2000, due to the features 
discussed above, would result in a step backward. Budgetary reform, it is 
believed, must be approached with the thought in mind of making the budget 
serve equally well as an instrument of Executive management and also of legis- 
lative control. Cost of performance budgeting, directed in title IV of Public Law 
216 of the 81st Congress, currently being designed and installed in the military 
services, holds a promise of meeting these objectives. 
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Chairman Dawson. Thank you very much, Mr. McNeil. You have 
been a most wonderful witness, and we are grateful to you. 

We have Mr. Max Medley, from the GSA, who will be our next wit- 
ness. 


Mr. Medley, you are General Counsel for the GSA, and we are glad 
to have you here. 


STATEMENT OF MAX MEDLEY, COMPTROLLER, GENERAL 
SERVICES ADMINISTRATION 


Mr. Meptey. Thank you, Mr. Chairman. My name is Max Medley. 
If I-may correct the chairman, I am the Comptroller. 

The CuHatrMan,. My information was wrong. 

Mr. Mepiey. Mr. Chairman and members of the committee, I have 
no prepared statement. With the committee’s permission, however, 
I would like to read into the record a letter of this date from Mr. 
Floete, the Administrator of the GSA, to the chairman of this com- 
mittee. 


DeAaR Mr. CHAIRMAN: Pursuant to your request by letter dated January 22, 
1957, the General Services Administration submits its comments on H. R. 758, 
a bill to provide that proposed appropriations shall be stated in the budget on 
an accrued-expenditure basis. 

H. R. 758 provides for improved budgeting by requiring that appropriations 
be made on an accrued-expenditure basis. This bill is similar to S. 434, 85th 
Congress, 1st session. 

As we understand it, H. R. 758 is intended to implement recommendation No. 7 
contained in the second Hoover Commission report on budgeting and accounting, 
which stated “That the executive budget and congressional appropriations be in 
terms of estimated annual expenditures; namely, charges for the cost of goods 
and services estimated to be received.” 

We believe H. R. 758 to be worthwhile legislation. It is noted that section 
201 (c) provides “The conversion to the use of annual accrued expenditures for 
stating proposed appropriations in accordance with subsection (b) shall be ac- 
complished in such manner and at such times as may be determined by the 
President.” We understand that the implementation of this provision of the bill, 
if enacted, would be on an appropriation-by-appropriation basis after full con- 
sultation by the Bureau of the Budget with the agencies affected and the Appro- 
priations Committees. 

We believe this is essential, and that congressional confidence and understand- 
ing can be fostered by limiting appropriations on the annual accrued-expendi- 
ture basis initially to items covering long-lead-time operations such as stockpile 
procurement, construction, and other capital items. 

If our understanding of the provisions of the bill and its proposed implementa- 
tion is correct, GSA would favor enactment of H. R. 758. 

Sincerely yours, 
FRANKLIN G. FLOETE, Administrator. 

I would like to say at this point, Mr. Chairman, that I am both 
flattered and honored to have been invited to appear before this com- 
mittee to testify on this particular bill. I have been made aware of the 
fact that such gentlemen as Secretary McNeil, the preceding witness, 
Mr. Keller, assistant to the Comptroller General, Mr. Herman Bevins, 
of the American Institute of Accountants, Mr. Brundage, director, 
Bureau of the Budget, and Mr. J. Harold Stewart, chairman of the 
task force on budget and accounting of the Hoover Commission, have 
previously testified. 

In keeping with the comments made in Mr. Floete’s letter, I note 
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that Mr. Bevis, in his statement, wanted to make four points, the 
last of which was, and I quote: 


It is important that the changeover from obligations to accrued expenditures 
be scheduled on an orderly basis. 


Also, I note from the statement made by Mr. Brundage, the follow- 
ing statement : 


In considering these questions, it should be recognized that in any major 
change such as this, there are always problems to be solved. However, if the 
conversion is undertaken on a good accrual basis, as the bill permits, we believe 
the problems can be resolved satisfactorily. 


I believe also Mr, Keller, of the General Accounting Office, stated : 


It is believed it is essential to approach such a change on a basis of individual 
programs or appropriations, rather than any sweeping across-the-board plan. 


The statement filed by the Comptroller General, with the chairman 
of this committee, on October 26, 1955, An Analysis of the Hoover 
Commission Reports, or of the Budget and Accounting report, with re- 
spect to recommendation No. 7 stated as follows: 


In view of the substantial change that would be required to place into effect 
the recommendations for cost budgeting and appropriations on an accrued ex- 
penditure basis, it is believed that it is essential to approach such a change on 
the basis of individual programs or appropriations rather than any sweeping 
across-the-board plan. First of all the successful use of these practices presumes 
a basic foundation of adequate accounting and the ability to program effectively. 

These fundamentals do not exist in a number of significant areas. To en- 
deavor to adopt the proposals before the groundwork is laid for them could only 
lead to confusion and unsatisfactory results. Moreover, the greatest advantages 
to be attained are in the major procurement, construction, and research and 
development areas. 

These appropriations are relatively few in number and it is logical to prove 
the value to Congress and the executive branch of the revised practices in such 
areas before extending the practices governmentwide in the areas where the 
advantages to be gained are significantly less. 

If this approach is adopted, the selection of areas to be converted should be 
a matter of mutual determination between the Congress, the Budget Bureau, 
and the individual agency. In a change of this magnitude, there is little to 
be gained and much to be lost by making uniformity across the board the criteria 
for adoption. 


Chairman Dawson. You agree with the provisions of this legisla- 
tion in that respect? We leave it to the discretion of the President ; 
do we not ? 

Mr. Meptey. Yes, sir, Mr. Chairman, and as stated in Mr. Floete’s 
letter, we understand that the implementation is going to be on an 
appropriation-by-appropriation basis, after full consultation by the 
Bureau of the Budget with the agencies affected, and the Appropria- 
tions Committee. 

If it pleases the committee, I could outline a few of the things that 
we are doing in the General Services Administration which, to us, 
seem to have a bearing on this general subject. 

Chairman Dawson. At this time there is a quorum call on and the 
Congressmen are getting restless, so I am going to ask Mrs. Harden, 
did you have any questions to ask of this witness ? 

Mrs. Harven. Mr. Medley, do I understand you are concurring in 
the statements of the other gentlemen you have quoted from ? 
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Mr. Meprey. Yes. 

Chairman Dawson. Mr. Michel. 

Mr. Micuer. No questions, Mr. Chairman. 

Chairman Dawson. Mr. Rogers. 

Mr. Roerrs. Just two quick questions: What is your background ? 

Mr. Meprey. Upon graduation from college in 1935, I came Stat 
to the Government as an accounting clerk in the Department of A 
culture. Ispent 7 years with that Department in the field of tadeeting 
and accounting and as a business analyst. In 1941 I transferred to 
the Board of Economic Warfare as the Chief Budget and Fiscal Offi- 
cer. Later when that was merged into the Foreign Economic Admin- 
istration, I was Deputy Assistant Administrator for Finance. 

From 1944 to 1945 I was in the Armed Forces. 

In 1945 I went to work for the Reconstruction Finance Corpora- 
tion, where I was Assistant Treasurer of the War Assets Corporation. 
Later I was merged into the War Assets Administration, and was 
originally Deputy Director and later Director of Accounting. I 
oce upied ‘that job until the creation of GSA, which was July 1, 1949, 
and in September of that year I was appointed Comptroller of GS A 
and have been in that capacity until the present. 

Mr. Rocers. And you feel this is legislation which would be helpful 
to bring about better control for Congress? 

Mr. Mepiey. W ell, yes, Mr. Rogers. I think the legislation is work- 
able. I should say that I haven’t followed its legislative progress in 
detail. 

Mr. Rocers. I am speaking of the principle we are trying to put in, 
the accrual accounting. 

Mr. Mepiry. Yes, I do. I would like to add this, however. After 
all, those of us in the executive branch have to be practical. I did not 
realize until the chairman so stated that possibly certain members of 
the Appropriations Committee were not in favor of enactment. 

I would like to say that the Independent Officers Subcommittee has 
been more than helpful and cooperative with us in working out im- 
proved financial techniques for the management of the affairs of GSA. 
While I would be the last one in the world to anticipate any decisions 
on the part of that committee, nevertheless, I have always found them 
understanding and certainly interested in gaining additional informa- 
tion which would disclose more details and facts about the operation 
of GSA. 

I don’t know what their attitude would be, of course, but in the past, 
as has this committee, they have been very helpful, and speaking as a 
citizen and as a taxpayer and as Comptroller of GSA, I think this is 
workable legislation. 

Mr. Rocers. Thank you. 

Chairman Dawson. Mr. Lipscomb. 

Mr. Liescoms. Mr. Chairman, I would like to say that I have known 
the present witness and his operations in GSA, and I think he is very 
qualified to discuss this legislation. 

I would also like to express my thanks to you and the committee for 
your very effective and thorough analysis of the legislation before 
your committee. 

You have always conducted your hearings in such a fashion, and I 
am sure again you will bring out budget and accounting legislation 
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which will be worthwhile, to bring about economy and efficiency in 
Government. You have a very objective approach. 

Mr. Henperson. Do you have in your agency a need for long-lead- 
time procurement items ¢ 

Mr. Meptery. Yes; the stockpile items would fall in that category, 
Mr. Henderson. 

Mr. Henperson. Do you realize this legislation would require con- 
tract authority and many members of the Appropriations Committee 
as well as some of the agency people believe that would be rather un- 
workable ¢ 

Mr. Meptey. I can only speak as to the effect of the legislation on 
the programs of GSA. We have two types of programs which would 
fall into that category, one I have already mentioned, stockpile pro- 
curement, which is long lead-time procurement; the other is construc- 
tion of public buildings. 

I think the easiest way to answer your question is by example. On 
the District of Columbia Hospital Center which is presently being 
constructed on property adjacent to Soldiers Home, we had contract 
authority for that particular program and we went up each year with 
the amount of money that we needed for the annual expenditures, and 
we had no problems with it. It worked well. Consequently we have 
no reason to believe that it wouldn’t work equally well in the future. 

Mr. Henperson. So at the present time you are actually using con- 
tract authority such as would be required under this legislation? 

Mr. Meptey. That is correct. 

Mr. Henperson. And in your dealings with the Congress and in 
your dealings with contractors, you have found that no deterrent ? 

Mr. Meptey. That is also correct. 

Mr. Henperson. One question has been raised about contractors; 
that they are less likely to enter into a contract with the Government, 
or they are more likely to drive a hard bargain if they can’t see that 
the entire amount would be appropriated at the time the contract was 
entered into. 

Mr. Mepiry. Well, I wouldn’t agree with that. Contract authority 
would be just as good to me as if the full appropriation had been en- 
acted on an obligation basis. I can’t visualize any contractors with 
whom we deal, which is a good many, who would take any objection to 
that. 

Of course, Congress still possesses the power of rescission of appro- 
priations, so we cannot consider that as a problem. 

Mr. Henperson. Would you make a dollar estimate on the amount 
of your budget for this year that would involve those long-lead items? 

Mr. Meptey. Out of a budget of $448 million—I am speaking now 
of the budget estimates and not the amount reported by the House—it 
would be about, well, in the neighborhood of $200 million. 

Mr. Henpverson. Then it would be nearly half. 

Mr. Mepiey. Yes. Now, if I could anticipate a question and go 
ahead a little further, on our annual expense, that j is operating expense 
type of appropriations for the public buildings service, the Federal 
Supply Service, the National Archives and records, the transportation 
and public utilities, it is 6 of 1 and a half-dozen of another. The 
difference in the estimate would be a fraction of 1 percent, if any. 
That is why, if the legislation is adopted, we have emphasized in Mr. 
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Floete’s letter and in the quotations previously set out, the desirability 
of going on a gradual basis, confining it to the items containing long- 
lead time, so that we can gain the confidence of the Congress in the 
use of this technique, and working it out in advance with the Appro- 
priations Committees. 

Mr. Lanacrn. You mentioned the District hospital project as an ex- 
ample of construction under the accrued budgeting method. 

My understanding is that that project hasn’t been finished because 
all the money we used up before you started equipping the place with 
medical equipment and furniture, whereas, that had been included 
in your original estimates on the building. 

Would there have been any different result had another method of 
budgeting been used or would the result have been exactly the same? 

Mr. Meptey. I think not, sir, and of course in the material which 
J have read on this subject that pertains to the legislation, the studies 
of the Hoover Commission, and so forth, I think it is recognized on any 
item involving long lead time that your original estimates, are never 
100 percent accurate. They are always a little high or they are always 
a little low. As the program develops, and you have changes in 
prices, that is, changes in the economy, you are bound to do some re- 
calculating and reestimating. 

It seems to me the District Hospital Center is a good example to 
bear out those theories. I can’t conceive of any other system of budget- 
ing which would in effect overcome economic conditions, which are 
in fact the reason for the situation as it is today. 

Mr. Lanactn. Then you wouldn’t anticipate the contracting for 
various phases of the work would have been done more rapidly if 
there had been just a lump-sum budget than occurred under the ac- 
crued budget ? 

Mr. Meptey. No, because we had just as much authority—you have 
just as much authority from the standpoint of entering into contracts, 
as I see it, under either system. 

Mr. Lanacry. I think you are right. I just want to get that in the 
record, because that particular example was one where this item had 
occurred, and I thought we should get that cleared. 

Mr. Henverson. Well, what is the situation out there? 

Mr. Meprey. If it is the wish of the committee, I will be glad to 
supply a statement for the record. I can’t answer the question in detail. 

Mr. Henperson. I withdraw the question. 

Chairman Dawson. Will you identify the two gentlemen who 
accompany you? 

Mr. Meptey. This is Mr. Edmond Rouhana of the Comptroller’s 
Office and Mr. Charles Lloyd of the General Counsel’s Office. 

Chairman Dawson. Are there any other questions? 

Thank you very much, Mr. Medley. 

The hearing stands adjourned. 

(Whereupon, at 12:55 p. m., the subcommittee adjourned, to re- 
convene at the call of the Chair.) 
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